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HEALTH CARE COST CONTAINMENT: ARE
AMERICA’S AGED PROTECTED?

TUESDAY, JULY 9, 1985

HoUusge oF REPRESENTATIVES,
SELECT COMMITTEE ON AGING,
Washington, DC.

The committee met, pursuant to notice, at 10 a.m., room 345, the
q?ili)ri:tol’ Hon. Edward R. Royhal (chairman of the commitiee) pre-
siding. _ :

Members present: Representatives Roybal, Pepper, Hughes,
Lloyd, Oakar, Mica, Synar, Skelton, Erdreich, Sisisky, Gordon,
Manton, Stallings, Regula, Wortley, Schneider, Ridge, McCain,
Gekas, Boehlert, Bentley, Lightfoot, Fawell, Meyers, Henry, Kolbe,
and Schuette.

Staff present: Fernando Torres-Gil, staff director, Nancy Smith,
professional staff member, Gary Christopherson, professional staff
member; Austin Hogan, communications director, Judith Lee, exec-
utive assistant, Christinia Mendosa, professional staff member,
Carolyn, Griffith, staff assistant, Diana Jones, staff assistant, Paul
Schlegel, minority staff director, and Anne Riser, minority execu-
tive secretary.

OPENING STATEMENT OF CHAIRMAN EDWARD R. ROYBAL

The CHAIRMAN. The committee will come to order.

Ladies and gentlemen, the purpose of this hearing is to deter-
mine whether cost containment measures under Medicare and
Medicaid, combined with budget costs to social services, are limit-
ing the elderly’s access to long-term care and community services.

This is the committee’s second hearing on the impact of cost con-
tainment on America’s aged. In February we heard testimony from
providers and consumers that hospital DRG’s are negatively affect-

b ing the quality of health care. That testimony convinced me to in-
troduce my Quality Assurance Bill, HR. 1970, which will substan-
tially upgrade the current quality assurance system.

Today, we will look at the collective impact of cost control meas-
ures on the elderly’s access to needed nursing home, home health,
and community services. At a time when pressure on hospitals to
discharge patients earlier is increasing the need for long-term
care—we find that there is mounting evidence to suggest that more
restrictive administration policies are limiting the elderly’s access
to this care.

The evidence begins with the administration’s repeated assault
on the Health and Human Services budget over the past 5 years.

)]
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Added to this are new regulations under Medicare and Medicaid
that discourage providers and States from participating in the few
public programs that cover long-term care. The latest regulations
came this past Friday when HCFA, the agency in charge, decided
to limit costs for home health care. And that added, of course, to |
the pressure on providers. Other evidence will be presented by wit- .
nesses today based on studies conducted at my request. How these |
measures would affect people is the subject of this hearing.

The squeeze on providers, States and local governments is hurt-
ing the elderly and their families. The fact that Governor Graham
and Mayor Schaefer, others, along with consumers and providers
are here testifies to the fact that there is a problem. They are con-
cerned over this great issue. And I greatly appreciate their pres-
ence and look forward to their testimony.

I would like to submit some correspondence between our commit-
tee and the Department of Health and Human Services at this
time. Hearing no objections, so ordered.

[The correspondence submitted by Chairman Roybal follows:]

U.S. Housz or REPRESENTATIVES,
Skrzcr COMMITTEE ON AGING,
Washington, DC, June 24, 1985.
Hon. Marcarer M. HxckLER,
Secretary, Department of Health and Human Services,
Washington, DC.

DxARr Sxcrerary Hrcxizr: On July 9, 1985, the House Select Committee on Aging
will hold a hearing on the impact of health care cost containment measures on the
elderly’s access to long term care and comnmunity services. In lieu of formal testimo-
ny from the Department, I am requesting that answers to the House and Senate
Aging Committees’ earlier questions on waiver of liability (enclosed) and to addition-
Elulqugstiiggss on cost containment (also enclosed) be provided to the Committee by

e'purpose' of the July 9th hearing is to determine whether and to what extent
cost containmnet measures under Medicare, Medicaid and human service
are limiting beneficiary access to long term care and community serivces. The Com-
mittee’s concern is that at a time when hospital prospective reimbursement is in-
creasing the elderly’s need for nursing home, home health, and community services,
budgetary and regulatory contraints may, collectively, be limiting the edlerly’s
access to these of care.

I understand the Department’s desire to administer programs under its purview
in an appropriate and cost-effective manner. I also know that in the interest of cost
containment, the pendulum can swing so far in the direction of savings that benefi-
ciaries lose access to essential services for which they are rightfully entitled, This
critical guestion of beneficiary access will be addreesed in testimony from providers,
local and state governments and consumers at the July hearing.

Thank you for your cooperation. The Department’s answers should be forwarded pe
to the Committee in Room 712, House Office Building Annex I, by close of business
Friday, July 5, 1985. Questions a:rdmgx mZy request should be directed to Ms.

Nancy Smith of the Committee st;;g at (203) 226-3375.
Sincerely,
Ebpwanp R. RoyBaL, e
Chairman.

ADDITIONAL QUESTIONS OF SECRETARY MARGARET HECKLER ON IMpACT OF COST
CONTAINMENT MEASURES FOR JULY 9, 1985, HEARING

1. Given the incentive for shorter lengths of stay under hospital DRG’s and,
hence, the growing demand for in-home and community long term care alternatives,
how will the Department ensure that recent cost containment measures under Med-
icare (e.g., changes to wavier of liability, freeze on provider reimbursement ievels,
and increased pressure on fiscal intermediaries) and limitations on the Medicaid

6
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2176 Home and Community Based Waiver Program will not result in decreased pro-
vider and state participation?

2. What, if any, preliminary data are available on changing patterns of provider
and state participation in Medicare and in the Medicaid 2176 Waiver Program over
the past 24 months? At a minimum, please indicate the number of nurisng home
and home health providers who have entered, withdrawn or changed their level of
participation in the Medicare program during this period. Please also list the staves
that have applied for 2176 waivers during each of the past two years; the number of
waivers that have been approved, rejected and withdrawn; and which states are in
jeoperdy of losing their 2176 Waiver as a result of the Department’s new require-
mengs for Federal Financiel Participation (published in March 13, 1985 Federal Reg-
ister).

3. What steps is the Department taking to measure the collective impact of these
cost containment measures under Medicare, Medicaid, Older American’s Act pro-
grams and Social Service and Community Service Block Grants on the elderly’s
access to long term care community services?

4. What data are currently available on changing utilizaiton patterns of Medicare,
Madicaid, Older American's Act and Social Service and Community Service Block
grants long term care and community services? At a minimum, please estimate the
number of elderly benificiaries under the nursing home, home health and communi-
ty service components of these programs for each of the years 1978, 1985.

5. The Department, in its report to Congress on Medicare’s gkilled nursing facility
benefit, predicted that “Medicare’s hospital prospective payment system may in-
crease the use of Medicare SNF services because it gives hospitals a strong financial
incentive to discharge patients as soon as is medically appropriate.” Despite this in-
creasing demand for nursing home and, by extrapolation, home health services, a
recent survey undertaken for the Committee of Medicere providers indicates that
denial rates are increasing.

Does the Department have data suggesting otherwise? How do you reconcile in-
creasing numbers of long term care claimants and heavier care needs with increas-
ing denial rates?

Please also provide estimates of denial and reversal rates for Medicare and Medic-
aid claims for long term care services between 1978 and 1985.

6. Element 16 of Sub-Section 2901.1 (Contractor Performance Evaluation Program)
of the Health Insurance Manual (13-2) sets standards for the cost-effective adminis-
tration of a Medical Review/Utilization Review (MR/UR) program based on the
ratio of dollars recovered to contract dollars apportioned to the intermediary for
MR/UR functions. It is my understanding that the failure of an intermediary to
stay above the minimum “Passing” ratio of $5.00/$1.00 is grounds for failing the
entire 2901 section evaluation and contract termination.

Please explain how these ratio’s were derived. Are they based on historical data
on the rate and dollar value of claim denials for home health, nursing home, hospi-
tal and other services covered by Medicare? On what basis are adjustments to the
ratios and the weighting of Element 16 mode?

Please also explain how the weighting of this element had changed over the past
four quarters and how, accordingly, this impacts intermediary incentives for in-
creased denials.

Please answer these same two questions for the similar standards used in evaluat-
ing intermediary performance of cost audit functions (Section 2901.6, Element 16).

7. It is also my understanding that data on claim reversals are not factored into
intermediary performance evaluations under the Contractor Performance Evalua-
tion Program (CPEP).

Is this true? If so, what is to prevent an intermediary from increasing initial
denial, rates in order to meet CPEP standards, knowing that claims may be subse-
quently reversed without any effect on their performance rating?

How are reversal rates monitored by the Department? Please indicate the number
and percentage of denied nursing home and home health claims under Medicare for
each of the past four quarters; the average time between claim denial and reversal;
and the estimated administrative costs resulting from denials reversed after recon-
sideration; the estimated costs to clients and providers attributable to successful
claims appeals.

8. As a member of the House Appropriations Committee, I asked the Department
snveral questions this year relates to newly issued regulations under the Medicaid
2176 Home and Community Based Waiver Program. In response, the Department
indicated that several states had expressed dissat’sfaction with the new reporting
requirements and that Department staff had been directed to investigate “alterna-
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tives.” Please specify the status of this review, what alternatives are being consid-
ered and how states are being involved?

9. The Department’s revised regulations for the Medicaid 2176 Program have been
criticized on the grounds that the cost formula rewards states with empty nursing
home beds and penalizes those with high occupancy rates and moritoriums nursing
home bed expansion. What is the Department’s position on this and is this among
the provigicns being reconsidered?

QUESTIONS ON WAIVER OF LI1ABILITY SUBMITTED TO SECRETARY HECKLER BY HOUSE
AND SENATE AGING CoMMITTERS, APRIL 1985

IMPACT ON BENEFICIARIES, PROVIDERS AND PROGRAM COSTS

1. What is the estimated number of beneficiaries who would be denied access to
hospital, nursing home and home health services if, in response to the waiver of li-
ability ruling being imposed, providers choose to withdraw from the Medicare pro-
gram or tighten their criteria for acce;;‘ting potential Medicare patients?

2. During 1984 and 1985, what was the total number of Medicare claims submitted
for hospital, nursing home and home health reimbursement? What number of these
were denied and of those denied, what number were appealed? What was the denial
rate and rate of reversal in each ﬁ'ear? What was the dollar value of post-hospital
Medicare benefits denied after final appeal during each year?

COSTS AND COST SAVINGS

1. What is the potential increase in costs to the beneficiary and to Medicaid under
the proposed ruling as, with decreasing access to Medicare services, more patients
epdt't;r nursing home as private pay patients and subsequently spend down to Medic-

aid? -

2. What is the estimated additional cost that would be incurred by Medicare pro-
viders annually as a result of denied claims if the proposed waiver of liability ruli
were imposed?

3. Has the Department estimated the cost savings under the proposed ruling that

" includes the costs associated with case reviews, reconsiderations and agmpeals. ? at
proportion of the estimated savings would result from providers withdrawing from
the Medicare program?

PROCKDURES AND INCENTIVES FOR INTERMEDIARIES AND PROVIDERS

1. What standards and criteria for claims review are in place of being developed
to provide guidance to providers and intermediaries to ensure that beneficiary
claims are fairly and consistantly reviewed within and among states?

2. If the proposed rule is imposed, how would HCFA assure that an increase in
the rate of denial for legitimate claims would not result, assuming that providers
will tend to deny cases in which there is any doubt of coverage? t protections
would be built in to protect the beneficiary in such cases?

3. What, if any, incentives exist to discourage high reversal rates in client appeals
that might be associated with particular intermediaries? Is a provider’s reversal
rate considered in determining whether a pattern of inappropriate utilization
exists?

COMMENT PERIOD

Please explain the necessity of imposing a 30-day comment period for a rule that
has taken over two years to develop. This shortened time period imposes difficulties
on individuals and organizations wanting to become fully informed and to fully
assess the impact of proposed rulings.

U.S. SENATE,
SrrciaL CoMMITTEE ON AGING,
Washington, DC.
Hon. MARARET M. HECKLER,
Secretary, Department of Health and Human Services,
Washington, DC.

DrAR MADAM SkcRETARY: On February 12, 1985, the Department of Health and
Human Services published in the Federal Res.s ter proposed rules on the Medicare
Waiver of Liability. Members of the Senate pecmf Committee on Aging and the

8
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House Select Committec on Aging have serious reservations about the impact of
proposed regulatory changes on elderly Medicare beneficiaries.

As you are aware, the House Select Committee on Aging held a hearing in Febru-
ary on the impact of cost containment proposals on elde:ly beneficiaries. In addi-
tion, the Senate Special Committee on Aging received a preliminary report prepared
by the General Accounting Office on the impact of hospital DRG on post-hospital
long term care services. Testimony from the hearing and preliminary results of the
GAO study demonstrate that with increasing pressure on hospitals to discharge pa-
tients “quicker and sicker,” more and more patients are seeking post-hoepital nurs-
ing home and home health services. Given the increasing need for post-hospital
care, we are deeply concerned that the Department’s proposed regulatory changes
will ultimately decrease the access of Medicare patients to the services they need,
and also increase the number of coverage denials.

We commend the Department on havig convened an internal task force to recon-
sider the proposed rule in light of concerns raised during the comment period. We
fully agree that a range of issues must be addressed before the Departrent proceeds
any further with implementation. Appended to this letter are questions which
should be taken up by the task force and for which we request your written re-
sponse by May 15, 1985. In addition, we would like to know the Department’s time-
table and plans for the task force and for implementing final regulations.

We look forward to your response and to working with you to resolve this impor-
tant issue.

Sincerely,
Joun HEiNz,

Chairman, Special Committee on

Aging, U.S. Senate.
JoHN GLENN,

Ranking Minority Member, Special

Committee on Aging, U.S. Senate.
Epwarp R. RoymaL,

Chairman, Select Committee on
Aging, U.S. House of Representa-
tives.

MATTHEW J. RINALDO,

Ranking Minority Member, Select
Committee on Aging, U.S. House of
Representatives.

IMPACT ON BENEFICIARIES, PROVIDERS AND PROGRAM COSTS

1. What is the estimated number of beneficiaries who would be denied access to
hoepital, nursing home and home health services if, in response to the waiver of li-
ability ruling being imposed, providers choose to withdraw from the Medicare pro-
gram or tighten their criteria for accepting potential Medicare patients?

2. During 1984 and 1985, what was the total number of Medicare claims submitted
for hospital, nursing home and home health reimbursement? What number of these
were denied and of those denied, what number were appealed? What was the denial
rate and rate of reversal in each year? What was the dollar value of post-hoepital
Medicare benefits denied after final appeal during each year?

COSTS AND COST SAVINGS

1. What is the potential increase in costs to the beneficiary and to Medicaid under
the proposed ruling as, with decreasing access to Medicare services, more patients
enter nursing homes as private pay patients and subsequently spend down to Medic-
aid?

2. What is the estimated additional cost that would be incurred by Medicare pro-
viders annually as a result of denied claims if the proposed waiver of liability ruling
were imposed?

3. Has the Department estimated the cost savings under the proposed ruling that:
includes the costs associated with case reviews, reconsiderations and appeals? What
proportion of the estimated savings would result from providers withdrawing from
the Medicare program?

RIC | 9

Aruitoxt provided by Eic:




6

PROCEDURES AND INCENTIVES FOR INTERMEDIARIES AND PROVIDERS

1. What standards and criteria for claims review are in place or being developed
to provide guidance to providers and intermediaries to ensure that beneficiary
claims are fairly and consistently reviewed within and among states?

2. If the proposed rule is imposed, how would HCFA assure that an increase in |
the rate of denial for legitimate claims would not result, assuming that providers ¢
will tend to deny cases in which there is any doubt of coverage? What protecticns
would be built in to protect the beneficiary in such cases?

3. What, if any, incentives exist to discourage high reversal rates in client appeals ‘
that might be associated with particular intermediaries? Is a provider’s reversal |
rate considered in deterining whether a pattern of inappropriate utilization exists? |

COMMENT PERIOD -

Please explain the necessity of imposing a 30-day comment period for a rule that
has taken over two years te develop. This shortened time period imposes difficulties
on individuals and organizations wanting to become fully informed and to fully

assess the impact of propecsed rulings

|
|
l
|
THE SECRETARY or HEALTH AND HUMAN SERVICES, |
Washington, DC, June 20, 1985. |
Hon. Epwarp R. RoysaL, |
House of Representatives, Washington, DC. |
DEAR MR. Rovsal: We have received your letter commenting on various aspects of
the proposed regulations to change the administration of the Medicare waiver of li-
ability for providers and beneficiaries. We understand your concerns and will be
considering them as we develop the final regulation.
As you know the original recommendation upon which this proposal was based
was contained in a General Accounting Office report dated March 1983 (GAO-HRD-
83-38). The basis for the GAO report and our subsequent proposal was, of course, a
conviction that the Medicare program should not pay for care that is not medically
reasonable and necessary and, therefore, not covered under the provisions of the
Medicare statute. As indicated in the preamble to the Notice of Proposed Rulemak-
ingz, we estimated substantial savings would result from our proposed changes,
eliminating payments now made for a certain percentage of noncovered cases under |
criteriz and thresholds which hold providers harmless for certain erroneous deci- ‘
sions.
The objective of the proposed regulations was not, of course, to eliminate the pro-
vision that permits HCFA to waive a provider’s liability under appropriate circum- 1
stances as is authorized by Section 1879 of the Social Security Act. Instead, the pro-
posal was to eliminate a presumption that a provider should not be held liable for
erroneous decisions, rather than permitting waiver on the basis of a case by case
review. As indicated in the preamble accompanying the proposed regulation, we
considered the impact of the proposel on both providers and beneficiaries.
We are pleased to receive your comments about the formation of an internal task
force within the Health Care Financing Administ-ation to consider issues raised
during the comment period. That group has already begun reviewing the volumi- e
nous correspondence which we have received on this subject. Many of these con-
cerns are similar to those raised in the attachment to your letter. We are asking the |
Task Force to do a careful and thorough job of reviewing and analyzing these com- }
ments as well as collecting additional data where this seems desirable. These en- |
deavors are estimated to take the better part of the next two months. Since your *
questions are so closely interrelated to others that we will be considering during
this period, we have been unable to respond to your specific inquiries by May 15, as
you requested.
We will provide you with an additional response addressing your specific inquiries
by early July which will be well before we are prepared to proceed with a final reg-
ulation.
I hope that you will find this information helpful.
Sincerely,

l
Marcarzr M. HECKLER, |
Secretary. I
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DrpARTMENT or HEALTH & HUMAN SERVICES,
OrrICE OF THE SECRETARY,
Washington, DC, July 3, 1985.
Hon. Epwarp RoyBal,
Chairman, Select Committee on Aging,
House of Representatives, Washington, DC.

Drar Mr. CHAIRMAN: This is in response to your letter requesting that answers to
certain waiver cf liability and cost containment questions be provided to the Com-
mittee prior to its July 9 hearing on the impact of cost containment on the elderly’s
access to long term care and community services.

As noted in our June 20 letter, based on the review and analysis of an internal
Health Care Financing Administration (HCFA) task force, responses to your specific
inquiries about the waiver of liability regulations will be forthcoming; however, they
will not be available prior to your July 9 hearing.

Per conversations with the Committee staff several of the cost containment ques-
tions also cannot be answered at this time either due to the lack of data or because
of those clearance constraints. However, we have enclosed the answers to those
questions for which data is readily available and we will submit the other answers
for the record at a later date.

If we can be of further assistance, please let me know.

Sincerely yours,
LAwWRENCE J. DENARDIS,
Acting Assistant Secretary for Legislation.

Enclosure.

Question. Given the incentive for shorter lengths of stay under hospital DRGs
and, hence, the growing demand for in-home and community long-term care ajterna-
tives, how will the Department ensure that recent cost containment measures under
Medicare (e.g., changes to waiver of liability, freeze on provider reimbursement
level, and increased pressure on fiscal intermediaries) and limitations on the Medic-
aid 2176 Home and Community Based Waiver Program will not result in decreased
provider and State participation?

Answer. HCFA does not believe that the publication of the final regulations on
home and community-based services waivers on March 13, 1985, will result in any
decreased State participation in the home and cornmunity-based services waivers.
Since publication of the reiu.lations on March 13, HCFA has received 9 requests for
new home and community-based service waivers and 8 requests for renewal of home
and community-based service waivers. In addition, on M::iy 1 HCFA sent a letter to -
all Btates advising them of the additional assurances and information required for
ail approved waiver programs. Since that date, HCFA has received information and
assurances on 54 existing approved waivers in response to the March 13 regulations
and May 1 letter. This immediate and overwhelmmsg response clearly indicates that
the new regulations have not caused a decline in State interest in participating in
home and community-based service waivers. Further, the Health Financing Admin-
istration is committed to working with States to develop approvable home and com- -
munity-based service waivers.

Question. What, if any, prelimin data are available on changing patterns of
provider and State participation in Medicare and in the Medicaid 2176 Waiver Pro-
gram over the past 24 months? At a minimum, please indicate the number of nurs-
ing home and home health providers who have entered, withdrawn or changed their
level of participation in the Medicare program during this period. Please also list
the States that have applied for 2176 waivers during each of the past 2 years; the
number of waivers that have been approved; rejected and withdrawn; and which
States are in jeopardy of losing their 2176 Waiver as a result of the Department’s
new requirements for Federal Financial Participation (published in the March 13,
1985 Federal Register).

Answer. Over the last 24 months there has been no decline in the number of
waiver requests received; in fact, there has been approximately a 25 ggr(:ent in-
crease in the number of waivers received. During the period Juiy 1, 1983 through
June 30, 1984, a total of 39 waiver requests were received—37 for new waiver 1px'o-
grams and 2 for extension of existing programs. During the period July 1, 1984
through June 26, 1985, a total of 50 requests were received—30 for new waiver pro-
grams and 20 for extension of existing programs. :

During the period, July 1, 1983 through June 30, 1984, 31 waivers were approved;
2 were disapproved and 2 withdrawn. During the period July 1, 1984 through June
26, 1985, 30 waivers were approved, 10 withdrawn, and 16 disapproved. Following is
a listing of all waivers received over the last 24 months:
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2176 WAIVERS RECEIVED
Stake . Received Action
July 1, 1983 to June 30, 1984:
Alabama (0068) Aug. 31, 1983 Approved Dec. 4, 1984.
Colorado model (40112) Mar. 26, 1984 .. Additional information requested.
Connecticut model (40110) Dec. 28, 1983. .. Approved Mar. 8, 1984,
Florida (0074) June 12, 1984, .. Approved Jan, 23, 1985.
Florida (0075) Apr. 2, 1384... .. Disapproved Nov. 21, 1984,
Floiida model (40113) July 28, 1983.........cne. ional information requested.
Florida model (40114) .......c.cccueurerussesssmenrrnsssssssssssssasssssssssese sevree Do.
Georgia model (40103) Aug. 31 1983................. Approved Sept. 23, 1983
Georgia renewal (0112) Apr. 16, 1984, .. Approved Nov. 1, 1984
Kaho (0076) Apr. 3, 1984 .. Approved Nov. 21, 1984
Ifinois model (40117) Dec. 29, 1983.. .. Disapproved Aug. 23, 1984
Indiana (0066) July 5, 1983 Approved Aug. 28, 1984,
lowa (0078) Jan. 23, 1984 ..........ccoe. memvnd Jan. 11, 1985,
HoWa (0079) ..o cccececcrscsmseranmnms errssssssssssssssssssssensssssssssssss sssss
TOWa (D080) c.cocrtreuvurcrssscernrnns essesssssssssssssssssassssssssssssssssssass sesas do Do
lowa model (A0111) ....oococcverrnrnrscsscssesscssssnersssssssssssssssssssssses ssses do Approved Mar. 17, 1984,
Maryland model (40118)
Massachuseits (0059)
Massachuseits (0064)
Michigan moded (40119)
Minnesota (0061)
Missouri (0065)
Nebraska (0063)
Nebraska (0052)
New Hampshire (0060) Dec. 29, 1983
New Mexico (0056) July 18, 1983..
New Jersey model (40104) ..
North Dakota (0054)
Ohio (0067)
Ohio mods} (40105)
Ohio model (40108)
Ohio model (40109)
Okiahoma (0094)
Oklahoma (0095)
Oregor renewal (0113)
South Carolina (0104)
Texzs (0110)
Texas model (40122)
Wisconsin (0111)
July 1, 1984 to June 26, 1985:
Alaska (0119) Jan. 15, 1985
Cafifornia renewal (0002.30) Mar. 27, 1985.
California May 28, 1985..
Colorado renewal (0006.90) Mar. 13, 1985
Colorado. June 3, 1985
Colorado FNBWL...............covveescsscscensernssmssssssssssssssssssssssessssss sssss do

Florida renewal (0010.90)

Florida renewal (0010.91)

Florida (0116)

Florida (0118)

Georgia model (40115)

Georgia model (40116)

Hinols model (40127)

Kansas renewal (0018.90)

Louisiana renewal (0114)

Louisiana renewal (0115)

Lovisiana renewal (0121)

Ap. 1, 1985

Louisiana model (40129)

Mar. 19, 1985.

Maine (0088)

Maine

June 3, 1985,

Minnesota renewal (0025.90)

ERI
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2176 WAIVERS RECEIVED—Continued

State Received Action

Minnesota model (40128) Feb. 13, 1985 ... Approved May 13, 1985.

Minnesota model (40130 ..............cccvuervrvomsmmmsssssersnnesnns Mar, 25, 1985, .. Additional information requested
Missouri renewal (0026.90) . Feb. 6, 1985.... . Approved May 7, 1985
Mississippi ........ . May 23, 1985.. . Withdrawn June 10, 1985.
Nevada renewal (0030, %) . Mar. 29, 1985. .. Withdrawn May 17, 1985,
Nevada ... June 3, 1985.... .. Pending.

New Jersey model 140123) Oct. 15, 1984.. .. Approved May 7, 1985

New Mexico mode! (40120) Aug. 31, 1984 . . Approved Mar, 7, 1985

New Mexico model (40124) Dec. 28, 1984., .. Additional information requested
New York model (40125) Dec. 31, 1984.. . Additional information requested.
North Carolina renewal (0035.90) ............ocoorvomsssmssrsrssssons Apr. 2, 1985.... .. Pending.

Ohio mode! (40121) July 11, 1984... . Additional information requested
Oragon renewal (0117) Mov. 9, 1984.... .. Approved May 30, 1985
Pennsytvania (0096) Aug. 16, 1984, . Pending.

Pennsyivania (0099) Aug. 27, 1984 . . Additional information requested
Pennsytvania (0100) Iuly 5, 1984..... . Do.

Rhode Istand renewal (0040.90) .......cccccnevsmssemmmmmmrrnsmsmmsninns Oct. 9, 1984.... . Approved Jan. 7, 1985,

Rhode Island mode! (40126) Jan. 7, 1985.... . Additional information requested.
South Dakota renewal (0044.90)........ccccocecrrmnmvmmmrrnnissusnns Feb. 12, 1985.. . Approved May 13, 1985,
Tennessee (0105) Sept. 17, 1984. .. Disapproved Dec. 14, 1984,
Tennessee June 25, 1985.. . Pending.

Tennessee mode! May 31, 1985.. . Do,

Texas (0109) July 24, 1984... . Disapproved Apr. 9, 1985,
Vermont renewal (0047.90) Dec. 31, 1984., . Approved Mar. 14, 1985.
Veimont renewal (0047.91) Mar. 28, 1985.. . Approved June 11, 1985,
Virginia renewal (0048.90) Feb. 19, 1985.. . Approved May 13, 1985,
Virginia (0120) Feb. 11, 1985... . Disapproved May 10, 1985.
Virginia (0122) Apr. 9, 1985..... . Additional information requested.

West Virginia renewal (0051.90) .......ccooemvrervccsmecrcsecssaesrne Mar. 13, 1985 Disapproved June 10, 1985.

The following table shows trends in participating Skilled Nursing Facilities (SNF),
Intermediate Care Facilities (ICF), and Home Agencies (HHA).
Since June 1, 1983 these activities have occurred:

SNFs terminated:
Medicare teeresse e bere e bere st e e st s b b e st bentsasnentensasnaste . 141
MEICAIA... ...ttt e st s s sssassses susessasesssaseaseseseseasas 406
New SNFs . 221
Chan%mm SNF level of care:
........................................ 111
ICF to Medxcaxd SNF. revererereaseessersensenane 104
ICF to Medicare SNF ...........ooeeeerereeeeeseeeseeserssssesessosresesssesses . 325
HHA=s terminated........ . 371
NEW HHAS ...t stesensie s estasies s sestssesssssassesastssasssastestasessesss susessesssssesessessensssses 1,967

Question. The following tables show trends in. utilization of Medicare and Medic-
aid participating nursing home and home health agencies by aged persons:

MEDICARE SKILLED NURSING FACILITIES AND HOME HEALTH AGENCIES: AGED PERSONS SERVED AND
UNITS OF SERVICE PER PERSON SERVED, 197883

Skilled nursing facilities
Persons served srved
g i
Calendar year:
1984 (estimate) NA NA 1,300,000
1983 257,000 MU 1,230,000
1982 244,000 34 1,100,000
1981 243,000 3 1,000,000
1980 248,000 U 890,000
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MEDICARE SriLLED NURSING FACILITIES AND HOME HEALTH AGENCIES: AGED PERSONS SERVED AND
UNITS OF SERVICE PER PERSON SERVED, 1978-83—Continued

Shkifled nirsing facifities

Home health

Coversd agencies
Porsons served wﬁ persons served

1979 247,000 Kk} 810,000
1978 267,000 3 720,000

Source: HCFA BDMS published and unpublished data from the “Annual Medicare Program Stafistics” series, the Current Uthization series and
special purposes user files,

MEDICARE AND MEDICAID: NUMBER OF LONG-TERM FACILITES BY TYPE, AS OF JAN. 1, 1978-85

Skitled norsing facilities Intermediate care faciities

Tte 18 Men Home hesth
ey Telow MW o Mo

1985 6,183 2422 2,511 11,582 5,237
1984 5,760 2493 2,066 11,450 4,235
1983 5,510 2,570 1,445 11,304 3,621
1982 5,295 2,565 1,453 11,187 3,169
1981 5,155 NA 3,012
1980 5,055 NA 2,858
1979 4,982 NA 2,116
1978 4,461 HA 2,496

Source: HCFA, BDMS published and unpubkished date from HCFA's provider of service file.

MEDICAID NURSING HOME AND HOME HEALTH AGENCIES: AGED RECIPIENTS, 1978-84

Skilled nursin Intermediate care .
preioohal il Homs health agencies

Fiscal year: )
1984 483,000 697 128
1983 435,000 691 NA
1982 461,000 644 105
1981 501,000 633 102
1980 480,000 615 108
1979 483,000 597 NA
1978 518,000 576 106

Source: HCFA, Office of the Actary, unpublished data.

Question. The Department, in its report to Congress on Medicare’s skilled nursing
facility benefit, predicted that ‘Medicare’s hospital prospective payment system
may increase the use of Medicare SNF services because it gives hospitals a strong
financial incentive to discharge patients as soon as is medically appropriate.” De-
spite this increasing demand for nursing home and, by extrapolation, home health
services, a recent survey undertaken for the Committee on Medicare providers indi-
cates that denial rates are increasing.

Does the Department have data suggesting otherwise? How do you reconcile in-
creasing numbers of long term claimants and heavier care needs with increasing
denial rates? How do you reconcile increasing numbers of long term care claimants
and heavier care needs with increasing denial rates?

Answer. Current available data indicate Medicare denial rates are only sightly in-
creasing for and HHA services. Denial rates (measured in terms of denial notices
expressed as a percentage of claims processed) for the first year of recorded experi-
ence (FY 1979) through the most recent period for which data are available (first 6
months of FY 1985) are shown for HHAs below:
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Fiscal year:

19T ettt es s ses s sassnesen s seranens
1980 ...ttt esesestes e tssstssae s ane sonssessner s et sbssses senas s s esesasas senaen
1981 .
1982
1983t ettt ss s e s s sm s et s sr st s s et tesaraen
1984 :
19851

! 1st 6 mo only.

No denial data are available for Medicaid SNF and HHA services. Medicare SNF
denial data will be available at a later date.

Although there has been a slight increase in the rate of claims denials, the Medi-
care program has been supporting heavier care needs as evidenced by the increasing
amounts paid out for SNF and HHA services. Data from the 1985 Annual Report of
the Board Trustees of the Federal Hospital Insurance Trust Fund reflects these in-
creases and are shown below:

o8

OO

B0 bt bt bt BO DD 1t

MEDICARE BENEFIT PAYMENTS

[In millions of dollars]

SNF HHA
Fiscal year:
1983 495 1,669
1984 544 1995
19852 601 2,290
1986 1 655 2,612
! Projected.

Question. Element 16 of Sub-Section 2901.1 (Contractor Performance Evaluation
Program) of the Health Insurance Manual (13-2) sets standards for the cost-effective
administration of a Medical Review/Utilization Review (MR/UR) program based on
the ratio of dollars recovered to contract dollars apportioned to the intermediary for
MR/UR functions. It is my understanding that the failing of an intermediary to
stay above the minimum “passing” ratio of $5.00/$1.00 is grounds for failing the
entire 2901 section evaluation and contract termination.

Please explain how these ratio’s were derived. Are they based on historical data
on the rate and dollar value of claim denials for home health, nursing home, hospi-
tal and other services covered by Medicare? On what basis are adjustments to the
ratios and the weighting of Element 16 made?

Please also expalain how the weighting of this element has changed over the past
four quarters and how, accordingly, this impacts intermediary incentives for in-
creased denials.

Please answer these same two questions for the similar standards used in evaluat-
ing intermediary performance of cost audit functions (Sectioon 2901.6, Elemnent 16.)

Answers. The Cost/benefit of 5:1 for medical review by intermediaries is based on
historical data. Both medical review and audit are critical elements. Failure to suc-
ceed in these elements could lead to various coniract actions including termination.
Adjustments are made to the CPEP ratios based on an analysis of contractor data
and current law.

The acceptable ratio for medical review/utilization review was reduced in FY 84
from 5:1 to 3:1 for intermediaries. For FY 85, the ratio has been raised to 5:1 based
on a further analysis of data. In order for contractors to achieve the MR/UR and
audit elements, HCFA is providing more guidelines to the intermediaries on the
areas to review.

The audit ratio of $5.00/$1.00 is based on historical data and various factors
which constitute provider reimbursement under the TEFRA cost limits. In FY 85,
our intermediareies are auditing provider cost reports from the period October 1,
1982 until September 30, 1983. These cost reports are governed by the TEFRA cost
limtis before the implementation of prospective payment.

The cost/benefit ratio is traditionally the highest for hospitals. These ratios have
ranged as high as 14:1 for PPS base period audits. However, because of the target
calculations and incentive payments to hospitals, the audit ratio for TEFRA cost
limits is projected to be cut in half. When this is coupled with the lower ratios
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apheigved from auditing providers other than hospitals an overall figure of 5:1 is de-
rived.

The 5:1 ratio is constantly being evaluated to determine its applicability to the
current audit environment. As indicated in the question below on CPEP we believe
that intermediaries do not have an incentive to increase denials to pass the audit or
medical review standards. In fact, if the intermediary can demonstrate that the
ratio is unfair due to circumstances beyond its control, the ratio will be adjusted as
exemplified by the change in the MR ratio in FY 84.

Question. It is also my understanding that data on claim reversals are not fac-
tored into intermedmg‘ E:rformanoe evaluations under the Contractor Performance
Evaluation Program (CPEP). . . .

Is it true? If so, what is to prevent an intermediary from increasing initial denial
rates in order to meet CPEP standards, knowing that claims may be subsequently
reversed without any effect on their performance rating?

How are reversal rates monitored by the Department? Please indicate the number
and percentage of denied nursing home and home health claims under Medicare for
each of the past four quarters; the average time between claim denial and reversal;
and the estimated administrative costs resulting from denials reversed after recon-
sideration the estimated costs to clients and providers attributable to successful
claims appeals.

Answer. The Contractor Performance Evaluation Program (CPEP) does evaluate
intermediary denial accuracy. Data on claims reversals are factored into the inter-
mediary performance evaluation program through a series of elements which meas-
ure the accuracy of the intermedi reconsideration determinations and the accu-
racy of their medical review determinations. Specifically, element 3 of subsection
2901.2, Beneficiary Services, requires the intermediary to have complete documenta-
tion and proper physician review for their reconsideration determinations. Elements
8 and 9 of subsection 2901.7, Payment Safeguards—Medical review, measure the ac-
curacy of medical review determinations, and hence denials for medical necessity
reasons, made by the intermediary related to skilled nursing facilities and home
health agencies respectively. The intermediary is evaluated on medical review de-
terminations as they relate to coverage and payment.

Reversal rates are monitored by the Department through the Reconsideration
Control and Management Information System (RECMIS). l&CMIS is an on-line rec-
ordkeeping operation designed for the automati%groeeesing of Medicare Part A re-
consideration and hearings data. Because of the CPEP requirements and an efficient
monitoring system, we do not believe intermediaries have an incentive to artificially
increase denials. -

Question. As a member of the House Appropriations’ Committee, I asked the De-
partment several questions earlier this year related to newly issued regulations
under the Medicaid 2176 Home and Community-Based Waiver p. . In re-
sponse, the Department indicated that several States had expressed tisfaction
with the new reporting requirements and that Department staff had been directed
to investigate “alternatives.” Please specify the status of this review, what alterna-
tives are being considered and how States are being involved.

Answer. First, to clarify a point, the dissatisfaction by several' States
was with regard to the current reporti.uf instructions: which are aligned- to the inter-
im final tion. A draft reporting form which was revised in light of the final

regulation been completed by the workgroup established to investigate report-
ing alternatives. The draft is designed to combine the two present reports into one
and to provide the baseline data necessary for us to annually verify that the legisla-
tive requirement that the waiver program be cost-effective is satisfied. A copy of the
draft revised report was sent for State comment to the chairperson of the State
Medicaid Group. As previously agreed, the chairperson has shared the draft with
other States. To date we have received a letter outlining the chairperson’s general
concerns. We await specific comments which are pending receipt of the other States’
input. i

Question, The Department’s revised regulations for the Medicaid 2176 program
have been critici on the grounds that the formula used to determine cost-effec-
tiveness rewards States with empty beds and penalizes those with high occupancy

rates and moratoriums on nursing home bed expansion. What is the Department’s
position on this and is this among the provisions undergg;lgg reconsideration?
Answer. While it is unquestionably true that States differ widely in their Medic-
aid bed capacity, we believe that the use of bed capacity analysis under the 2176
waiver pro%:am is entirely equitable and consistent with the statute.
The legislation makes clear that the waiver program is to be restricted to individ-
uals who would otherwise require the care to be provided in a Medicaid skilled nurs-
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ing or intermediate care facility. The nYrovision of home and community-based serv-
ices is cost-effective or cost neutral only when the gersons receiving services would
otherwise require institutional services reimbursed y the Medicaid program.

While access to home and community-based services is controlled, to some extent,
by the required assessment of level of care, several States have proposed waivers in
which thousands more peoFle are estimated to need waiver services than the State
could possibly serve in its long-term facilities. Further, the scrutiny of such propos-
als often sug%:;s that the Medicaid waiver was being requested to refinance pro-
grams;vﬁ:lh hed been funded solely by the State or by other Federal programs, for
example title .

We believe we must deny waiver requests in which States project utilization in
excess of what can reasonably be expected abgent the waiver. To do otherwise would
transform the waiver program from a substitutional benefit, replacing institutional
care, into an expansion of Medicaid to provide new coverage of health and social
services.

Our recently published final regulations point out the need to establish a reasona-
ble estimate of utilization in nursing homes absent the waiver and require documen-
tation in sup&ort of this estimate, including bed cn&city data. This analysis did not
originate in the new rules, it has been a part of HCFA'’s analysis program for over 3
years—a period in which over 100 waivers have been anroved. i '

We make every effort to allow a State full credit for all the beds which it can
:tlxlpport as available for Medicaid institutional placement, absent the waiver. We

ow the State to add to its current Medicaid certified bed capacity any certified
beds which have been closed as a result of the waiver %gram in that State.

We also permit the addition of any new or renovated beds which the State can
document would become certified absent the waiver. States have been able to sup-
port claims of such additional bed capacitze%hrough documentation of approved cer-
tificates of need, State appropriations for development, bed renovation and con-
version plans, etc. Further, we mul!:iglg's the sum of all available beds by the latest
bed turn-over rate which that State reported to HCFA to recognize that more
than one person, on average, is treated in an institutional bed each year.

This methodology results in what we believe is a generous estimate of the total

rsons for whom Medicaid could be expected to incur liability in nursing homes.

e believe this may appropriately be used as an outer limit on a State’s estimate of
institutional utilization absent the waiver.

We believe that HCFA’s a %eljdc:tion of bed caﬁlucity, because it allows for adjust-
ments beyond the number o a State actually has in place, is equitable to all
States both over-bedded and under-bedded. We have no plans to reconsider this
aspect of the final Medicaid section 2176 rules.

OFrFICE OF THE SECRETARY,
Washington, DC, Septemper 17, 1985.
Hon. Zpwarp RovsaL,
Chairman, Select Committee on Aging, House of Representatives,
Washington, DC.

Drar Mr. CHAIRMAN: In an earlier response to your June 24 letter requesting an-
swers to several cost containment questions related to the elderly’s access to long
term care and community services we indicated that we would submit further infor.
mation at a later date.

Enclosed are more complete answers to those teaueetions that were only partmlgy
answered in our initial letter. We have attem to make a best effort to provide
you with the information that is available and have noted those areas where infor-
mation is not available. If we can be of further assistance, please let me know.

Sincerely,
LAwreNCE J. DENARDIS,
Acting Assistant Secretary
for Legislation.

Enclosure. .

Question 2. Which States are in jeopardy of losing their 2176 Waiver as a result of
the De ent’s new requirements for Federal Financial Participation (published
in the h 13, 1985 Federal Register)?

Answer. Because these new requirements are not fully implemented it will be 6-9
months in the future before we will know whether any waivers are in jeo, y.

Question 3. What steps is the Department taking to measure the col'iective impact
of these cost containment measures under Medicare, Medicaid, Older American’s
Act programs and Social Service and Community Service Block Grants on the elder-
ly’s access to long-term care?
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Answer. The Office of the Assistant Secretary for Planning and Evaluation is
sponsoring two evaluability assessments designed to yield information on the effects
of the Medicare prospective payments system on the elderly. The principal issues to
be investigated are ones of quality of care and access. Questions to be answered in-
clude whether the health status of persons discharged from the hospital declined or
improved and whether appropriate post-discharge services are available to meet
their needs. Such indicators as length of stay, morbidity and meortality, changing -
family roles and quality indicators will be examined. Data sources are being identi-
fied and consideration being given to what supplemental research initiatives will be |
required. The resulting information and designs will enable the Department to
track services utilization over time and acroes populations to detect patterns of post-
hospitalization long-term care and their changes. -
With respect to block grant information, DHHS is supporting the development of
voluntary efforts to collect certain national data. The American Public Welfare As-
sociation (APWA) is administering the Voluntary Cooperative Information System
to collect data on State implementatior. of the Social Services Block Grant. Data on
the Social Services Block Grant will be available later this year. In addition, the
National Association of State Community Services Programs (NASCP) is collecting
data on State implementation of the Community Services Block Grant. Comparative
data from the 1983 and 1984 NASCP surveys will also be available later this year.
Question 4. What data are currently aveilable on changing utilization patterns of
Medicare, Medicaid, Older American’s Act, and Social Service and Community Serv-
ice Block Grants long term care and community services? At a minimum, please
estimate the number of elderly beneficiaries under the nursing home, home health
agd community service components of these programs for each of the years 1978-
1985.
Answer. Enclosed for your information are excerpts from the latest Medicare and
Medicaid program data on use and costs of nursing home and home health care.

TABLE 3.12.—USE OF SKILLED NURSING FACILITIES BY AGED MEDICARE ENROLLEES, BY AGE, SEX,
RACE, AND CENSUS REGION, 1978

umber of Persons served Reimbursements
Age, sex, race, and census region a%umm
r X 165 Number Per 1000  Total amount  Per )
GOSL  ( ok (o (o
;
Total 2 23,984.1 267.3 111 $292.8 $1,095 $12.21 ‘
Age: |
65 to0 69.... 7,956.9 26.9 3.4 32.6 1213 410
70t074.. 6,302.0 41.0 6.5 46.2 1,126 732 |
7510 79.. 4,536.5 56.2 124 63.2 1,124 13.92 |
80 to 84... 2,997.4 66.7 22.2 72.4 1,086 2415 ‘
85 and over 2,191.1 76.6 349 78.5 1,028 35.80 |
Sex: |
Male 9,721.7 88.0 9.0 91.4 1,039 9.39 (
FOM&C.onnsmrsnssssssesssssssssssssrsrnnneinnes 14,2063 1793 12.6 2014 1,123 14.13 |
Race :3 |
White 21,289.1 2451 115 266.3 1,087 12.15 -
Nonwhite 2,035.7 15.5 1.6 194 1,256 9.55
Region:
[T O 5,730.4 61.0 10.6 80.2 1,316 14.00
North Central.. 6,360.9 174 12.2 85.1 1,100 13.39 .
South....... 7,529.8 61.8 8.2 63.9 1,034 849 |
West.. 3,881.9 66.7 17.2 63.1 947 16.27

1 As of July 1, 1978,
2 Includes persons of unknown age.
3 Excludes persons of unknown face,

Source: Medicare Program Statistics Branch, Office of Research, Demonstrations, and Statistics, HCFA, “Medicare: Health Insurance for the Aged
and Disabied, 1976-78." “Summary—Utifization and Reimbursement by Person,” in preparation, |
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TABLE 3.14.—USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE

cNROLLEES, BY TYPE, AGE, SEX, AND RACE, 1978

Number of Users Reimbursements
Type, age, sex, and race enrolees Nombw  Per 1000 Total amount
(Bousdds)  (oucts)  wwolees  (miory P U P enroke
Total 21,164 769.7 283 $435.3 $566 $16.00
Type of enrotles:
Ag 24,371 3.1 293 398.7 559 16.40

2,193 56.6 203 36.6

2,193 56.6 203 366
14,607 266.5 182 150.4
9,764 446.6 457 2483

11,598 2809 02 156.4
15,566 188.7 314 2189

23,866 666.7 219 3707
84.0 54.2
189 104

646

646
564

13.10

13.10
10.30
2540

13.50
17.90

15.50
2010
1430

Source: Herbert A Sitverman, “Utifization of Home Heath Services: 1978 Medicare Program Gtatistics Report, HCFA (in press).

TABLE 3.12.—USE OF SKILL NURSING FACILITIES BY AGED MEDICARE ENROLLEES, BY AGE, SEX,

RACE, AND CENSUS REGION, 1980

Aged hospital Persons servec

Reimbursements

- Insurance
Age, sex, race, and census region Plariig] Number  Per 1000 Total amounl
(thousinds)  (thousands)  enrollees  (milions)

Per
e

Per snfolee

25,103.7 4718 9.9 33L0

8,300.7 21 27 33.1
T0t074.. 6,592.1 36.5 5.5 511
7510 79... 4,730 53.1 112 720
80 to 84... 3,0724 611 199 80.2
85 and over ... 2,406.5 750 94.6
Sex:
Male 10,156.2 804 19 101.8
female 14,9415 167.4 112 229.1
Race: 2
White 22,244.2 2210 10.2 298.5
2,160.1 150 6.9 248

59154 532 9.0 804
6,575.8 725 110 99.0
19739 63.3 19 185
41319 58.0 140 120

$1,336

1494
1,401
1,366
1312
1,261

1,261
1,369

1315
1,656

1,511
1,367
1,241
1,242

$13.19

3.99
175
15.22
26.10
39.31

10.02
15.33

1342
1148

13.59

1 As of July 1, 1980,
* Excludes persons of unknown race,

Source: Medicare Program Statistics Branch, Office of Research and Demonstrations, and Bureau of Data Management and Strategy, HCFA.
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TABLE 3.14.—USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE
ENROLLEES BY TYPE, AGE, SEX, AND RACE, 1980

Total enollees Users Reimbersesments
Type, ape, sex, and ?
¥Pe, age, sex, and face (thousands) (Numbu) Por 1000 To(tlaT: IOy iy o evles
Total 28478.2 957.4 336 662.1 $692 $23.25
Type of enroliee:
Aged 25,515.1 890.4 34.9 608.7 684 23.86
2,963.2 67.0 226 53.4 197 18.02
2,963.2 67.0 226 53.4 197 18.02
152148 3234 213 217 686 14.57
10,300.3 567.0 55.0 387.0 683 3787
12,138.6 346.3 285 235.9 681 19.43
16,339.7 6111 34 426.2 697 26.08
24,955.9 826.9 331 561.1 679 2248
27437 106.9 39.0 84,7 792 3087
7187 236 303 16.3 691 20.93

Source: Medicares Program Statistics Branch, Home Health Agency Person File, 1980, unpubiished.

TABLE 3.12—USED OF SKILLED NURSING FACILITIES BY AGED MEDICARE ENROLLEES, BY AGE, SEX,
RACE, AND CENSUS REGION, 1982

Aged hospital insurance enroliees (thousands) Reimbursements

Age, sex, 1ace, and census region Nurmber Per1000  Total amount  Per person
Persons sev®d  (yands)  erobees  (millons) wrved o Enollee

Total 26,1148 2439 93 388.0 $1,591 $14.86
Age:
65 to 66... 3,515.5 ... 1.2 11.8 ...
67 to 68... 3,405.1 . 83 135 .
6910 70... 31177 . 11.2 19.5.
Tlto72.. 2,807.8 . 131 23.1
7310 74... 2,5404 ... 17.2 2845 ...
756 79.. 4,940.5 50.6 10.2 84.5 1,670 1711
80 t0 84... 3,175.7 59.5 187 91.5 1,539 28.83
85 and over ... 2,612.1 16.7 29.4 115.6 1,506 4425
Sex:
Male 16,522.6 76.3 1.2 117.9 1,546 11.19
Female 15,887.4 167.6 108 270.1 1,612 17.34
Race
White 23,104.5 224.2 9.7 353.7 1,578 15.31
All [ g v < ———— 2,264.9 133 5.8 24.0 1,804 10.61
6,086.6 53.4 8.8 95.3 1,784 15.66
6,790.0 75.1 111 120.2 1,601 17.70
8,348.0 59.0 1.1 89.3 1,515 10.70
4,366.5 55.9 128 82.3 1,473 18.85

1 Excludes persons of unknown face.

Source: Medicare Program Statistics Branch, Office of Research and Demonstrations, and Bureau Of Data Management and Strategy, HCFA.

(Unpebished data).
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TABLE 3.14—USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE
ENROLLEES BY TYPE, AGE, SEX AND RACE, 1982

Totat envolees Yo . i
Type, age sex, and race thousands Nomber Per 1000 Total amount

» { ) (toosands)  enolees  {mlhons) Peruwr  Por cioles
29,494.2 1,172.0 39.7 $1,099.9 $943 $37.50
’ 26,540.0 1,091.8 41.1 1,011.0 926 38.09
2954.2 80.1 27.1 88.9 1,100 30.09
2,954.2 90.1 21.1 88.9 1,100 3009
15,673.7 390.2 249 365.9 938 23.34
10,566.2 698.6 64.3 645.1 923 §9.37
12,517.8 4183 334 389.1 930 31.08
16,976.4 753.6 444 710.8 943 4187
25,796.1 1,007.1 39.0 922.4 922 35.76
2,869.2 1340 46.7 149.2 1,113 52.00
828.9 309 373 28.3 916 34.14

" Source: Medicare Program Statistics Branch, Home Health Agency Parson File, unpublished.
&

ERIC 21
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TABLE 6.—MEDICAID VENDOR PAYMENTS, BY TYPE OF MEDICAL SERVICE—FISCAL YEARS 1972-1983

[Amount in millions]
Inpatient  Inpati Skilled ICF services Lab & .
Fisal yars Yot Am om0 e Dentl m‘c"t;'“ 0"““*""' Cic  radoog  fOMe  precrieg PV o
in m!‘e‘mal Ir;mm&né?l faciiity :et:rtslelg Al others  Strvies  services P sarvices sers/allces services drugs Services
Ending June:
2,551 DT W ) RO, 794 170 59 365 41 81 24 512 112
1973. 2,660 349 1989 165 895 926 206 81 268 231 105 25 609 . 154
1974. 2,807 406 2,002 203 1,301 1,083 265 101 322 284 96 3l 1) & E— 208
3314 405 2,434 380 1,885 1,225 339 127 373 389 126 70 815 233
3,904 529 2476 635 2,209 1,369 I 147 555 341 147 134 940 247
4,562 506 2,691 917 2,637 1,505 427 157 877 171 i 180 1,018 117 218
4992 665 3,125 1,192 3,104 1,554 392 144 835 197 180 210 1,082 115 205
5,655 78 3319 1488 3,773 1,625 430 163 847 215 186 263 1,196 109 293
6,412 775 3,685 1,989 4,202 1,875 462 198 1,101 320 121 332 1318 8l 440
7,194 877 4035 2996 4,507 2,101 543 228 1,409 373 147 428 1,536 139 691
1,670 974 4421 3467 4979 2,086 492 226 1,438 400 160 496 1,599 133 853
8,802 933 4621 4079 5381 2175 467 226 1,566 479 184 597 1,171 156 936
PERCENT CHANGE
Ending June:
1973 3.1 40 2089 KK 2 16.6 212 373 2.6 4781 29.6 4.2 31.5
15.6 8.5 163 2.2 23.0 54.3 170 20.6 2.7 20.2 198 —86 24.0 3.1
22.6 16.9 -2 21.6 87.2 36.5 131 219 25.7 15.8 37.0 312 1258 [ 120
15.1 187 30.6 1.7 67.1 17.2 118 10.0 187 488 —123 16.7 914 153 28.4 6.0
15.2 169 10.8 87 444 19.4 99 145 6.8 580 —49.9 20.4 343 83 36.0 117
10.8 94 135 16.1 30.0 177 33 -82 —83 48 15.2 17 16.7 63 =17 —6.0
13.8 133 17.0 8.1 2438 21.6 5.2 9.7 13.2 14 39.6 33 25.2 105 =52 429
139 134 -4 9.1 33.7 114 147 14 215 300 164 —349 26.2 102 —257 50.2
16.7 12.2 13.2 9.5 50.6 1.3 121 17.5 15.2 28.0 16.6 215 289 16.5 71.6 51.0
8.1 6.6 111 9.7 18.7 10.5 -1 =94 -39 2.1 1.2 8.8 159 42 —43 234
10.0 148 =42 44 177 8.1 43 =51 0 8.1 19.8 15.0 204 10.8 17.3 9.7

Aruitoxt provided by Eic:
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TABLE 7.—MEDICAID VENDOR PAYMENTS, BY RECIPIENTS ELIGIBILITY CATEGORY, FISCAL YEARS

1972-83 |
[in milkons] |
Fisal years Total oS Blndoess m ol %}' g Oter fte
iidren
Ending June:
1972 6,300 1,925 45 1,354 1139 962 875
1973 8,639 3235 65 2,015 1426 1446 452
1974 9,983 3,691 80 2,388 1694 1,704 425
1975.. 12,22 4,358 93 3,02 218 2,062 492
1976 14,091 4910 96 3824 2431 2,288 542
Ending September:
19717 16,239 5,499 116 4767 2,610 2,606 641
1978 17992 6,308 116 5505 2748 2,673 643
1979 20472 7,046 108 6774 2884 3,021 638
1980 23311 8739 124 1437 3123 3231 596
1981 27,204 9,926 154 9301 3508 3763 552
1982 29,399 10,739 172 10,233 3473 4,093 689
19831 32,351 11,954 183 11,183 3822 4,483 725
PERCENT CHANGE
Ending June:
1973 3.1 68.1 444 48.8 25.2 503 —483
1974 15.6 141 231 185 18.8 178 —60
1975 22.6 18.1 16.2 218 29.0 210 15.8
1976 151 127 32 253 1.2 11.0 10.2
Ending September:
1977 152 12.0 208 07 74 139 18.3
1978 10.8 147 0 155 53 2.6 3
L1979, e 138 117 —69 23.1 49 13.0 -8
1980 139 24.0 1438 107 83 10  —66
1981 16.7 13.6 242 241 123 165 74
1982 8.1 8.2 17 100 -10 8.8 2438
1983 100 113 6.4 93 100 95 5.2

11983 data are prefiminary figures.

TABLE 8.—UNDUPLICATED RECIPIENTS UNDER MEDICAID BY ELIGIBILITY CATEGORY, FISCAL YEARS

1972-83
[Recipients in thousands]
Permanent fame
Fiscal years Tt M55 pinsess afal  chren i Othr e
ity under 21 Goptader
Ending June:
1972 17,606 3,318 108 1,625 7841 3,137 1,576
1972 19,622 3,496 101 1,804 8,659 4,066 1,495
1974 21,462 3,732 135 2,222 9,478 4,392 1,502
1975 22,007 3,615 109 2,355 9,598 4529 1,800
1976 22,815 3,612 97 2,572 9,924 4774 1,836
Ending September:
1977 22,831 3,636 92 2,710 9,651 4,785 1,959
1978 21,965 3,376 82 2,63 9,376 4,643 1,852
1979 21,520 3,364 7 2,674 9,106 4,570 1,721
1980 21,605 340 92 2,812 9,333 4,877 1,499
1981 21,980 3,367 86 2,993 9,581 5,187 1,364
1982. 21,603 3,240 84 2,806 9,563 5,356 1434

15838 21,494 3,247 76 2,956 9418 5467 1325

El{fC‘ 23
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TABLE 8.—UNDUPLICATED RECIPIENTS UNDER MEDICAID BY ELIGIBILITY CATEGORY, FISCAL YEARS
1972-83—Continued

{Recipients in thousands]

Adutts in

Fisal years Toatr M55 Bindress oo "W O e
disabifity  under 21 t
hiklren
PERCENT CHANGE
Ending June:
1973 11.5 54 —6.5 1L 104 29.6 -51
1974 94 6.8 337 23.2 95 8.0 5
1975 2.3 -3l 193 6.0 13 3l 19.8
1976 37 -1 =110 9.2 34 54 2.0
Ending September:
1977 Bt Jd —-52 54 —-28 2 6.7
1978 -38 -712 109 —27 —2.8 -3.0 —55
1979 20 -1 37 14 —-28 —1.6 —6.7
1980 2 4 2.0 16.5 5.2 2.2 64 —13.2
1981 17 =21 —6.5 6.2 27 6.4 —-90
1982 -17 —-3.8 =23 —6.1 -2 33 51
1983 3evsrsvseesssse ersnsnsssnasn s e snsnssssansne s -5 2 —95 53 —15 20 =716

1 The dectine in total recipients beginning in 1978 is primarily due to the declining enrollment in the AFDC pmgr;m. .

» Beginning in fiscal year 1980 recipients categories do not a6d to unduplicated total due Yo the smali number of reciilents that are in more
than 1 category during the year.

31983 data are preliminary figures,

24
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TABLE 9.—NUMBER OF UNDUPLICATED RECIPIENTS UNDER MEDICAID BY TYPE OF MEDICAL SERVICES OUTLINED, FISCAL YEARS 1972-83
{Recipients in thousands)
inpatient Inpatient  Shifed ICF services ) Outpatient Laboratory Home Pre- Family
Fiscal years Total Sevices - seices  nursing ————————  Physidian Dentad pncmnon- Clinic ~ and radio- heath scibed  planning  Other care
'"mgm' Wl m m Nicthers  efvices  services ks m Sorvices m senices  ougs  services
Ending June:
LT 17,606 2,832 40 12,282 2,397 1,600 5,215 501 3,523 105 2,531
1973 19,622 3,256 11 13,278 2,916 1,903 5,295 1,790 3,959 110 2,974
1974 21462 3,291 12 14970 3,489 2,251 5,698 1850 4121 144 3,841
3432 67 15,198 3944 2,673 1437 1,088 4,738 343 2,911
1976 22 815 3,581 83 15624 4405 2,846 8,482 1,283 5,239 319 2,942
Ending September:
1977 22,832 3,768 84 641 107 754 16074 4,656 2,963 8,619 1,664 5494 371 15370 1,338 32719
1978 21,964 3782 76 639 104 740 15668 4,485 3,082 8,628 1, 400 5,684 376 15,188 1,295 2922
1979 21,520 3,608 I 610 114 766 15168 4,401 3,011 1,710 1,497 5,332 359 14,283 1,206 2,682
1980 21,605 3,680 66 609 121 789 13,765 4,652 3,234 9,705 1,531 3,212 392 13,707 1,129 2,517
1981 21,980 3,703 90 623 151 762 14,403 5173 3582 10,018 1,755 3822 402 14,256 14713 2,34 ’_l\_?
1982 21,603 3,530 72 559 149 765 13,894 4868 3223 9,853 1,702 3814 377 13,547 1,506 2,428
JELX L 21494 3,688 80 574 151 793 14,056 4940 3306 10,009 1,760 4,462 422 13,732 1538 2612
PERCENT CHANGE
Ending June:
1973 115 15.0 925 228 rrrnnnrrnns s 8.1 217 189 1.5 251.3 124 48
1974 94 11 —65 —25 34 358 12.7 197 18.3 16 5.6 41 30.9
1975 23 43 69 50 744 15.8 14 13.0 18.7 304 —426 15.0 138.2
1976 3.7 35 224 1l 29.0 6.2 2.9 117 6.5 141 18.1 106 =70
Ending September:
1977 1 6.1 1.2 0.6 20.2 41 2.9 5.7 41 1.6 29.7 49 16.3 33 47 115
1978 —38 4 -95 03 -28 -19 =25 =37 40 1 —159 35 13 —12 =31 =109
1979 =20 —46 26 —45 9.6 3.5 —-32 —19 -23  -—106 69 —62 —45 —60 69 —8.2
1980 4 21 108 2 6.1 3.0 —93 5.7 15 259 - 23 —-398 9.2 -39 —64 -6l
1981 1.7 .6 364 23 48 34 4.6 11.2 10.8 3.2 14.6 19.0 2.6 40 305 .-—69
1982 —17 —47 =200 -103 —13 A =35 =59 100 -—16 —30 -2 ~-6.0 -50 2.2 3.6
1983 -5 39 111 2.7 13 37 1.2 1.5 2.6 1.6 34 170 11.9 14 21 1.6
11983 data are prefiminaty figures.
Q .
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Question 4. What data are currently available on changing utilization patterns of

Medicare, Medicaid, Clder Americans Act, and Social Service and Community Serv-
ice Block Grants long term care and community services? At a minimum, please
estimate the number of elderly beneficiaries under the nursing home, home health
?ggsoommunity service components of these programs for each of the years 1979- |

Answer.

Older Americans Act.—Attached are tables showing for Fiscal Years 1979-1984 the
recipients for commur:"t]y services, including home health, under title III of the Act.

I{is data is not available for Fiscal Year 1978. Since Fiscal Year 1985 is not yet
over, data collection for this year is not yet complete.

Social Services Block Grant.—Attached are tables giving partial information for .
block grant services.

For Fiscal Years 1978, 1979, and 1980, before title XX was amended o become the
block grant, the attached tables give general figures on numbers of recipients and
expenditures for the largest service categories, including homemaker and health re-
lated services.

For Fiscal Year 1981, during the transition from formula grant to the new block
grant, we do not have comparable tables.

For Fiscal Years 1982-1984, we have attached a table showing the number of
States planning to provide certain categories of services under the Social Services
Block Grant, as shown in their yearly pre-expenditure plans. Under the Block
Grant, States are not required to provide data on specific numbers of recipients or
expenditures in these plans.

OLDER AMERICANS ACT (FISCAL YEAR 1979) ESTIMATED PARTICIPATION IN SOCIAL SERVICES UNDER

TITLE Il PROGRAM
Minor i
Total served horty Low incoe

Number Percent Number Percent

Transpc, tation 2,218,822 444,595 20 1,154,233 52
Total home services 677,584 155,440 23 404,111 60
Homemaker 1153,287 30,181 20 97,048 63
Home health 1106,300 21,207 26 65,354 61
Other 291,360 81,224 28 186,154 64
Legal 300,097 62,176 21 162,280 54
Residential repair and renovation 70,141 18,510 26 41,710 59
Information and referral 2,596,687 496,714 19 1,268,235 49
Escort 242,885 64,969 2 142,078 58
Outreach 1,575,573 297,287 19 785,581 50
All other 3,207,358 551,916 17 1,638,103 51

* New York did not provide this breakout.
Note.—Weighted average of minority participants, 20 percent. Weighted average of ‘ow-income participants, 52 percent.

OLDER AMERICANS ACT (FISCAL YEAR 1980) SOCIAL SERVICES UNDER APPROVED AREA PLANS

Total persons Minorify served Low income served

served Nomber  Percent  Mumber  Fescent

a. Transportation 2,258,953 648,514 29 1,321,722 59
b. Home services 700,023 129,296 18 455,670 65
Homemaker 164,972 31,171 19 119,436 72
Home health 116,917 24,392 21 78,981 68
Other........ 391,372 68,573 18 233,831 60

¢. Legal and refated counsefing 416,388 82,944 20 234,082 56
d. Residential repair and renovation 107,761 20,933 19 69,771 65
¢, Information and referral 5,027,774 698,020 14 2128207 42
f, Escort 281,873 87,117 3l 190,304 68
¢. Outreach 1,743,409 332,463 19 937,711 54
h. All other 5,033,240 985,313 20 2317141 46

Note.—Weighted average of minority participants, 19 percent. Weighted average of low-income participants, 49 percent.
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OLDER AMERICANS ACT—SOCIAL SERVICES PARTICIPATION

Number  Percest

Porsons served

FISCAL YEAR 1981

Information and referral
Other,

[n-home:
Homemaker

Home health aid

Visiting/telephone reassurance

Chore maintenance

Other.

Community services:
Legal

Escort
Residential repair/renovation .......
Health

Other

Services in care providing facilities
. Estimated unduplicated persons served:
A. Total persons served

(1) Greatest social needy

(2) Greatest economic needy

B. Total minority served

(1) American Indian/Alaskan Native

(2) Asian/Pacific Islande.

(3) Black, not Hispanic

(4) Hispanic

(5) White, not Hispanic

FISCAL YEAR 1982

|, Estimated persons served:
Service provided access:

Transportation
Outreach

Information and referral
Other,

In-home:
Homemaker

Home health aid

Visiting/tefephone reassurance......
Chore maintenance.

Other,

Community services:
Legal

Escort .
Residential repair/renovation ..........
Heatth.........

Other

Services in care providing facilities

I, Estimated unduplicated persons served:
A. Total persons served

(1) Greatest social needy

(2) Greatest economic needy

B. Total minority served

(1) American Indian/Alaskan Native

(2) Asian/Pacific Istander.

(3) Black, not Hispanic

(4) Hispani

(5) White, not Hispanic

(6) Other

4072998 ...

2,290,093 ...

4583539 ..
401,921

293,04 ..........
126,787 ...
726,638
167,483 "
193,603 ...

454,800
313,907 ....
59,776 ....
820,745
3,388,913 ...
203,136 ...

8885747 ...
3,745,239
4,536,277
1,607,229
39,428
150,108
1,052,762
350,390
1,278,518

6,834,299 .........
2,464,325 ..
5,373,406 ..

946,581 ..........

563,009 ...
166,909 ...
1,007,035 .
203,454 .
215,260 ...

506,977 ...
380,454 .
77970 ..
816,793 ...
7,135,296 ...
485,346 ........

9,160,079 .........
4,076,123
4727926
1,653,980
46,266
178,264
1,049,617
363.007
7,506,099
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OLDER AMERICANS ACT—SUPPORTIVE SERVICES PARTICIPATION

Person served
Nomber  percent
FISCAL YEAR 1983
|, Estimated persons served:
Access:
Transportation 71,610,765 ..........
Qutreach 2,172,533 ...
information and referral 5,195,661 ...
Other. 1,968,783
In-home:
1,057,087
Home health aid 145,285 ...
Visting/telephone reassurance 1,069,319 ....
Chore maintenance. 221,104 ...
Other. 329,031
Community services:
| 474,368
Escort 308,895 ............
Residential repair/renovation 65999 ...........
Health 966,946 ............
Other. 9,519,752 ...........
Services in case providing facilities 447,692
1, Estimated undupficated persons served:
A Total persons served 9172609 = 100
(1) Greatest social need 4,279,343 47
(2) Greatest economic need 4,704,978 51
B. Total minority served 1,625,3%0 13
€. Racial/ethic composition:
(1) American Inian/Alaskan Native. 40631 (1)
(2) Asian/Pacific Islander 156,470 2
(3) Black, not Hispanic 1,074,810 12
(4) Hispanic 353,479 ]
(5) White, not Hispanic 7,541,219 82
FISCAL YEAR 1984
| Estimated persons served:
Access:
Transportation 8,164,340 ............
Outreach 2,189,228 ...
Information and referral 5,541,794 ...
Other. 1,744,826
In-home:
Homemaker 653,594 ...........
Home health aid 178,002 ...
Visting/telephone reassurance 969,696 ...
Chore maintenance. 255,691 ...
Other 338,236
Community services:
Legal 490,405
Escort 358,095 ..
Residential repair/renovation 86,579
Health 977,000 ..
Other 9,981,245 ..
Services in care providing facilities. 398,120

ERI!
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OLDER AMERICANS ACT—SUPPORTIVE SERVICES PARTICIPATION—Continued

__ Peonsed
Nomber percent
iI. Estimated undupficated persons served:
A. Total persons served 9,126,122 100
(1) Greatest social nesd 4,503912 49
(2) Greatest economic need 4,262,782 4
B. Total minority served 1,597,589 18
C. Racial/ethic composition: ‘
(1) American Indian/Alaskan Native 58,348 1
(2) Asian/Pacific islandar 133,083 1
(3) Black, not Hispanic 1,034,958 1l
(4) Hispanic 371,230 4
(5) White, not Hispanic 7,528,533 82

GRANTS 70 STATES FOR SERVICES, TITLE XX OF THE SoCIAL SKCURITY AcT, FiscAL
Yxar 1978

The 10 services provided to the largest number of primary recipients during 1978
are noted below:

10 services to largest number of primary recipients ‘

Service: ! Average
Counseling services . 549,200
Day care for children 2 435,700
Family planning Services..................oimcneeesoncssesssesssessssssssmsmesesessssses 415,600
Protective services for children 394,100
Health-related services 359,400
CaSe MANAGEMENL.........ocourrrirrerrreessessesmsensssssssssssssaossassssssossasssossmmssssssssesane 226,700
Homemaker services....... 224,100
Transportation services 189,500
Education 2nd training services 188,700
Chore services 158,400

! Average number of primary recipients each quarter.

The 11 services for which expenditures were largest during FY 1978 are listed
below. These services amount to 79 percent of all expenditures under title XX. Child
day care was the source of the largest expenditures. For all other services, expendi-
tures range from $3.7 1 illion for transitional services, to $86 million for placement
services, as shown in Appendix L.

11 largest services, by cost

Service: Expenditures
Day care for children $731,347,000
Homemaker services 323,408,000
Protective services for children 266,349,000
Counseling services 241,710,000
Education and training services 209,467,000
Foster care for children 196,858,000
Chore services 155,588,000
Residential care and treatment 142,112,000
Health-related services 110,640,000
Employment-related services 97,990,000
Protective services for adults 956,820,000
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Trree XX oF THE SOCIAL SECURITY AcT—GRANTS TO STATES FOR SERVICES, FiscAL
Yrxars 1979 anp 1980

TABLE 2.—ANNUAL COST OF THE TITLE XX SOCIAL SERVICES WITH THE HIGHEST EXPENDITURES,

FISCAL YEARS 1979-80

Fiscal yoar— Percent increase
1979 1980 o decrease
Types of Services:

Day care for children * $738,562,532  $743,391,111 +1
Homemaker services 1 391,596,375 410,928,036 +5
Protective services for children * 351,774,534 383,116,468 +9
Counsefing services ! 251,879,569 239,913,425 -5
Foster care for Childeen 196,429,236 219,896,386 +12
Education and training services 1 179,928,191 19607486 +9
Chore services ! 173,864,703 195,616,686 +13
Residential care and treatment 169,561,606 181,151,782 +7
Protective services for adults * 108,905,541 104,154,875 —4
Placement services 1 98827477 126,649,440 +28

11 of 12 services provided to the largest number of primary recipients. See table 3.

Table 3 below ranks the 12 services provided to the greatest number of primary

recipients during fiscal year 1979 and 1980.

TABLE 3.—12 SERVICES PROVIDED TO THE LARGEST NUMBER OF PRIMARY RECIPIENTS

Fodl pac—  purcent
979 10 e
Services:

Counseling services 1 543,000 577,900 +6
Family planning services 506,300 563,200 +11
Protective services for children 448,400 433,200 +3
Day care for children 422,300 437,000 +3
Health-related sevices 396,800 283900 —28
Case management 260,200 293,100 +13
Homemaker services 1 248,600 275,500 +11
Transportation services. 181,700 168,800 -1
Education and training services 1 163,200 145600 —11
Protective services for adults ! 151,300 147,600 -2
Foster care for children 1 144,600 135700 —6
Chore services 134,500 129,500 —4

11 of 10 services with the highest expenditures. See table 2.

Trree XX or THE SociAL Skcurriry AcT—SociAL SErvicEs Brock GRANT, FiscAL

Yrars 1982-85

TABLE 4.—COMPARISON OF THE NUMBE$ 1852 S8T5ATES OFFERING SELECTED SERVICES FOR

Fiscal yer—

1982 1983 1984 1985
X} 36 38 3
48 30 28 2
41 37 e 26
54 50 50 52
% 36 36 39
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TABLE 4—COMPARISON OF THE NUMBER OF STATES OFFERING SELECTED SERVICES FOR FY
1982-85—Continued

Fiscal year—
1982 1983 194 1985
Employment, education, and training 40 28 31 31
Family planning 4 35 31 33
Foster care:
Adutt 18 25 20 16
Children. 36 u k] KX}
Heaith related services 37 26 23 27
Home based services 54 51 51 55
Home delivered/congregate meals 28 23 % 24
Housing services 2 14 12 13
Information and referral 52 36 k] 37
Legal services 20 17 16 18
Placement services 27 18 13 19
Prevention and intervention Services = 1 28 26
Protective and emergency:
Adults 48 " 45 42
Children. 52 52 a7 46
Residential care/treatment PX] 19 2% 2%
Special services for children and youth 19 % 2
Social support services 3 . : 27 0 30
Substance abuse services. 14 7 JLEES 1)
Transportation services. 36 25 25 29
Services for unmarried parents 15 5 27 35
QOther ¢ 5 273
!mwmmm,dm,mmw,mmm
. ; % Hom X
wrwmmmmfmm,mmmwm,mmm

‘mmmmmwMumm$mmmv
reentry services 1 ex-offenders, work relasse, group home cars, dey treetment, and servioss Hispanics.

Note.—N=55 Incude 50 States, the District of Columbia, and the 4 eligible aress.

. . .

Question 5. Despite the increasing demand for nursing home and, by extrapoh-

tion, home health services, a recent survey undertaken for the Committee of Medi-
care providers indicates that denial rates are increasing.

Does the Department have data suggesting otherwise? How do you reconcile in-
creasing numbers of long term care claimants and heavier care needs with increas-
ing denial rates?

Please also provide egtimates of denial and reversal rates for Medicare and Medic-
aid claims for long term care services between 1978 and 1985. :

Answer, No. Current available data indicate Medicare denial rates are increasing
for both SNF and HHA services. Denial rates (measured in terms of denial notices
expressed as a percentage of claims processed) for the first year of recorded experi-
ence (Fiscal Year 1979) through the most recent period for which data are available
(first 6 months of Fiscal Year 1985) are shown below.

SNF HHA
Fiscal year:
1979 303 19
1980 B9 22
1981 H5 22
1982 ‘ B5 15
1983 W6 12
1984 319 16
19851 Bl 20
t1st 6 mo. only. ‘
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A factor contributing to the relatively high SNF denial rates shown above is that
there are a number of States that require SNFs to submit -outinely their claims to
Medicare first before the claims can be considered for payment under the Medicaid
program. For example, one such State is New York where the denial rate for Medi-
care SNF claims was about 57 percent in Fiscal Year 1984. New York’s Medicare
SNF denials accounted for about 22 percent of the national total and therefore had
a significant impact on the national statistics in this area. -

No denial data are available for Medicaid SNF and HHA services.

SNF AND HHA RECONSIDERATIONS AND REVERSALS

e T e

SNF:
1983 . 13374 2,068 155
1984 24,030 3,212 134
1985 " 12,226 2,008 164
HHA:
1983 2,483 462 186
1984 4970 1,090 219
1985 3,193 671 211

m&é?%wmmmmm{em mn:%gglaumummmmmmm@mlwm

The CHAIRMAN. The Chair now recognizes Mr. Regula.

Mr. REGULA. Thank you, Mr. Chairman. First of all, I would like
unanimous consent to insert into the record the statement of Con-
gressman Hammerschmidt at this point.

The CHAIRMAN. Without objection it will be ordered.

[The prepared statement of Mr. Hammerschmidt follows:]

THE PREPARED STATEMENT OF WATIVI JoBN Paur HAMMERSCHMIDT

Mr..Chairman, although I don'gg;uaseu any elggirical data, discussions and anec-
dotal information from my State of Arkansas’ Medical Services and Human Services
Departments indicate that there’s been a greater need for home health services
since the implementation of the p ive payment system. -

Officials in our title XX office did not have a precise client count but they are
trying to respond to a trend that necessitates more home health care and attendant
care services. Title XX funds have decreased almost 19 percent in Arkansas since
the block grants were instituted in 1981. The money for these increased home
health services has had to come from the transfer of funds from the Low Income
Energy Assistance Program. Additional home health moneys have come from a re-
assigning of funds from the title XX socialization programs which provide group
n;;als, counseling, casework, and social activities to a healthier group of low income
older persons. . .

You might be interested to know that the State of Arkansas has not applied for
the 2176 waiver program; this was not due to a lack of need or interest.

Before the waivers, States weru restricted by statutory language which precluded
most kinds of community care. The imgortance of the waiver, as it was established
in the law, was that it would provide States with an opmtunity to develop better
community care services and di ish the institutional bias that is inherent in the
Medicaid Program. But, as I understand it, the regulations, particularly the March
13th final regulations, contain so many restrictions, require s0 many assurances and
so much documentation they make the entire program infeasible. As an original co-
sponsor of the Medicaid Community Care Act, on which this provision was based,
and :m strong supporter of home hea.th care, I find this final product a great disap-
pointment. . .

I have been in touch with one of the area agencies on aging in my district that
has kept precise records on its provision of home health care and related services
over the past 3 years. Although the director could not say that all the increased
demand for services could be attributed to the prospective payment system, there
was a strong sense that it accounted for a signigcant part of the increased utiliza-
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1_:ion}.l 1 wou:g like to place these figures, which clearly demonstrate increased need,
in the record.

' In tfshe category of case management: in 1982—2,337; in 1983—2,751; in 1984—3,216
clients.

In the category of home delivered meals: in 1982—71,854; in 1983—89,509; in
1984—113,616 home delivered meals served.

In the category of personal care clients: in 1982—1,317; in 1983—1,396; in 1984—
1,822 clients. '

Mr. Chairman, I commend you for holding this hearing which gives us a good op-
portunity to look at a variety of programs which have the potential to improve the
elderly’s access to long-term care and community services. I look forward to hearing
from our expert witnesses about their experiences with these programs and to hear
their recommendations for ways to improve them.

STATEMENT OF REPRESENTATIVE RALPH REGULA

Mr. Recura. I commend you for calling this hearing, Mr. Chair-
man. I think that health care for the elderly is one of the frontiers
in terms of the services needed. It has much potential because it
meets the concerns of the elderly. It meets their concern for want-
ing to stay in their homes as long as possible. If they have support
services from the community, both social and medical, they have
t}fx‘e potential for staying in a home environment for a longer period
of time.

During the July recess I had a senior citizens seminar and one of
the concerns expressed at that hearing was a need for more home
health care, and particularly for care where patients are dis-
charged at an early point in an illness. The implementation of the
DRG Program has resulted in many instances of seniors leaving
the hospital environment, perhaps earlier than they should and as
a result it is important that there be home care facilities available.

Also, I think it is important that we give the States and local
communities greater flexibility in implementing the Medicare Pro-
grams. I suspect that if we were to do this, we would find some in-
novative work being done by States in an effort to not only im-
prove the quality of care, but at the same time reduce the cost. So
the potential of this hearing is great.

I look forward to hearing from the witnesses. I yield back.

The CHAIRMAN. Thank you very much.

I have several statements submitted by members of the commit-
tee that I would like to have inserted in the record at this point.
Hearing no objection, so ordered.

[The prepared statements of Representatives Bonker, Lloyd,
Oakar, Synar, Skelton, Hertel, Manton, and Snowe follow:]

PREPARED STATEMENT OF REPRESENTATIVE DON BONKER

Mr. Chaijrman, 1 congratulate you for calling this hearing today which is both
timely and a matter of great importance to our older citizens. As a long time
member of this Committee, I welcome this opportunity to voice my concerns about
recent health care cost containment measures and the impact these measures are
having on our elderly population. .

Clearly, our nation faces the dilemma and complexities of providing for a growing
number of older people who are living longer and healthier lives, yet in need of
access to acute and in many cases, chronic health care services. The runaway infla-
tion of health costs in this country, and the impending insolvency of the medicare
trust fund have compelled many of us in Congress to reassess both thn way health
care services are being provided to older people, as well as the method of reimburs-
ing for such care. Cost savings measures are necessary, but I am equally concerned

Q .
EMC 52-706 O ~ 85 - 2 33




30

that recent cutbacks and regulatory changes that have been proposed may be short-
sighted and, in the long run, represent an approach that is “penny-wise and pound-
foolish.” 1In our efforts to contain costs, we may be limiting access to the continuum
of health care and community support options. Options which are essential in order
:9 reduce or—at the very least—delay the more expensive institutional care alterna- ‘
ive. ] .
Over the past four years, the Medicare program has been a prime target for budg- {
etary savilzﬁs and regulatory reform. The most recent change will directly affect C
home health reimbursement that assist homebound older citizens to ck on
their feet. I find it ironic that such harsh c| are being pro, at a time
when we are attempting to reduce the length of stays in hospitals and rely more .
heavily on the services of home health agencies. The enactment of the Medicare
Prospective Payment Plan System, (PPS), as documented by the recent GAO report,
has indeed reduced hospital days. At the same time, however, the data show that
the PPS has increased the number of frail older patients who are in need of home
health services. What will happen when more and more older people are released
into the community with fewer and/or more restrictive health care options?
From my own state of Washi n, I have witnessed the success of the Compre-
hensive Options Program Entry System (COPES), a Medicaid 2176 Home and Com-
munity-based waiver program. COPES currently serves over 1500 clients in the
State, and fpmvides the opportunity for these clients to undergo a comprehensive as-
sessment, followed by a carefully engineered plan of care. Services range from per-
sonal care to the more intensive daycare and congregate care programs.
In spite of the perceived success of this waiver program, I am concerned that the
regulations published in March may scriously hamper its effectiveness. Additional-
ly, we have learned that states are encounteri %great difficulties in app‘liying for
and renewing waivers. Congress desinged the 2176 waiver option to provide states
with the flexibility to created community-based alternatives that would keep older
persons out of nursing homes. I fear that HCFA regulations fly in the face of Con-
gressional intent and have created a bureaucratic tangle for the states who are at-
temﬂtaing to develop such effective programming,
1 have reviewed much of the quantitative data concerning the savings resulting
from these cost containment measures. Qur present concern, however, must focus
on the qualitative aspects of these measures—*“the human impact” on those benefi-
ciaries who are seeking access to community health services. I look forward to hear-
ing our witnesses today address these issues. S

PREPARED STATEMENT or REPRESENTATIVE MARILYN LrovD

Thank you, Mr. Chairman: As this Committee well knows, 1 have consistently op-
posed any reductions in benefits received by this nation’s elderly. And naturally, 1
oppose reductions in Medicare benefits,

Our older citizens deserve better. Every year, these people are caused anxiety,
when the budget or deficit reduction issues are being examined. It is at these times
each year, that searches for savings lead to a call for reductions in Social Security—
reductions in Medicare.

1 think the time has come for us to realize that cutting benefits for our senior
citizens is not the solution to our deficit problems. These people have made their
contributions to the programs.

In 1980, the average Social Security payment for a married retiree was $513. In
1985, the deductible form Medicare is $400. In addition, 20 percent of all profession-
al services, i.e. doctor’s fees and professional fees for x-rays and laboratory work, are
obligations of the patient. Hence, a minor hospital stay of say, five days, can cost a
f_etireeva]l of that month’s income plus some of his savings. t is he expected to

ive on?

Granted, many of us could be wiped out by an extended hospital stay, but most of
us are earning a living—and probably have better health care coverage than Medi-
care provides. Retired persons are on fixed incomes, the only raise they can hope for
is through us, and yet we are the ones talking about reductions every year. Surely
there is a better way to treat our elderly.

Additionally, projections indicate that the Medicare deductible will go up to $470
next year.

We all know that a lot of Social Security/Medicare recipients have supplemental
insurance. But those that don’t are ?enerally those who can't afford it. If they
cannot afford the premiums for Bli?p emental insurance, how on earth can they
afford their portion of medical bills if they get ill?
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We must care for our older citizens. We must consider other alternatives for
saving money. Dollars is not the only element in this issue. The bigger, more impor-
tant element is people. These people deserve our full support and fighting abilities.
Let’s see that they get them.

PREPARED STATEMENT OF REPRESENTATIVE MARY RoSE OAKAR

Thank you Mr. Chairman: 1 want to commend you for convening this hearing
today on health care cost containment efforts and their impact on the elderly.

Certainly, there can be no question that health care coet inflation must be con-
trolled. Qur country today devotes more than 10 percent of the gross national prod-
uct to pay for health care. For elderly and low income persons, health care costs
impose an even greater financial burden. Inflation has eroded Medicare coverage to
the point where seniors now spend more than 15 percent of their income on health
care, the level they were spending before Medicare existed. For the 30 million poor
and unemployed ericans who have no medical insurance at all, health care is
completely unaffordable and dangerously inaccessible. Health cost containment is
absolutely essential if we are to guarantee access to care and ensure the affordabil-
ity or our public health programs. .

However, in our effort to control coets, we must guard against two very severe
dangers. First we must make certain that our cost containmemt reforms do not in-
advertently create new barriers to health care. An example of what can happen in-
this regard caa be seen in the new Medicare hospital reimbursement system. The
Medicare prospective payment system has begun- to slow the growth in Medicare
hospital spending, in part by encouraging the earlier discharge of elderly patients
from hospitals. With the onset of prospective payment, though, we have not seen
sufficient expansion of Medicare home health services to ensure adequate care for
newly-discharged patients who must complete their convalescence away from the
hospital. It is fine to save costs by discouraging institutional care when it is not nec-
essary. At the same time, however, we must ensure that care which is necessary—in
the home or the community or in some other setting—is also available.

The other danger we must guard against is losing sight of the real purpose of cost
containment. In the last five years, the Reagan Administration. has used cost con-
tainment as an excuse to justify harmful cuts in Medicare benefits and eligibility—
cuts that ultimately will lead to higher coets. Recently, we have seen the President’s
budget proposal to increase copayments for home care under Medicare, a move that
would discourage the use of this needed and cost effective care. In addition, we have
seen the Administration’s latest order to reduce Medicare reimbursement to home
care providers. In my own district, the Administration’s new reimbursement formu-
la could reduce the availability of home care services by up to 10 percent. We must
allow these kinds of attacks on the Medicare program to hide behind the name of
cost containment. OQur senior citizens deserve constructive solutions to protect their
health care program, not destructive proposals to obliterate it.

Mr. Chairman, I am confident that, under your fine leadership, we will continue
to make progress toward making health care for the elderly both more accessible
and more affordable. I appreciate the contribution of this hearing in that regard,
and I look forward to hearing the statements of our distinguished witnesses.

PREPARED STATEMENT OF REPRESENTATIVE MIKE SYNAR

Mr. Chairman, I am pleased to participate in these hearings today. As this Com-
mittee heard in February, there is a lack of information about how the changes in
medicare reimbursement practices are affecting the availability of quality health
care for senior citizens. The information we hear today will be invaluable to the
Committee and the Task Force on the Rural Elderly as we address this issue.

As Chairman of the Task Force on the Rural Elderly, I am particularly concerned
about the lack of long-term care facilities in rural areas and the increased demand
for these services as a result of PPS and DRG’s. The survey the Task Force on the
Rural Elderly as we addreess this issue.

As Chairman of the Task Force on the Rural Elderly, I am particularly concerned
about the lack of long-term care facilities in rural areas and the increased demand
for these services as a result of PPS and DRG’s. The survey the Task Force released
during February's hearing showed that over 50% of state aging offices responding
believe that existing skilled nursing care is not adequate to meet the needs of dis- -
charged patients in rural areas. Over two-thirds of the respondents said that nurs-

35




32

ing homes don’t have adequate personnel to provide care in rural aress since the
im;’)lementation of PPS.

I'm concerned that reimbursement freezes and the proposed waiver of liability
Erovisions are limiting the quality of care and services that nursing homes and

ome health providers can afford to offer. We should be encouraging this much-
needed health care service, instead of discouraging providers from participating in
the few public programs that cover long-term care gervices.

I want to thank all of our witnesses for taking the time to appear before the Com-
mittee today. I am looking forward to hearing what they have to say about this im-
portant problem. )

PREPARKD STATEMENT oF Rnustmwrxﬁ Ixe SxyLTON

Mr. Chairman, in late March I chaired a hea.rixﬁ of the Health and Long-term
subcommittee in my district that examined how Medicare’s prospective payment
system and related programs are affecting the medical care l&mo uri’s senior citi-
zens receive. My colleague Tom Tauke and I heard about many serious problems,
like rules which require senior citizens from rural areas to return home the same
day they undergo physically exhausting diagnostic procedures, vegardless of the dis-
tance they have to travel and the availabilty of family members to assist them. The
testimony we heard that day convinced me that, desfiu our clear intentions,
changes we made in the Medicare program are adversely affecting the quality of
WW . gs‘?ggr.e se:lxior dmxl]:. t to include safeguards that,

is thi r all, we took great pains to include er
with tyair payment rates, should have prevented many of the problems we ml;at '
about today. I believe the answer lies In an over-zealous bureaucracy which is using
the changes we made to improperly cut Medicare expenditures without to
the effect those cuts are having on our senior citizens. Indeed, those currently
charged with administering the Medicare program recently pouted publicly in the
Federal Register because a federal judge ordered them to issue rules implementing
a provision of the law which requires pn{ment uﬁustmenta for hospitals that serve
disproportionately high numbers of the elderly and poor. .

Mr. i , it is most appropriate that we are holding this hearing just days
before we mark the 20th Anniversary of the Medicare program. I believe the inter-
est we show in the problems senior citizens are encountering reaffirms our commit-
ment to assuring that tk.e gains Medicare has brought in the access of older Ameri-
cans to affordable, high-quality bealth care will not be sacrificed as we continue our
effort to control the costs of the rrogram.

PREPARED STATEMENT oF REPRESENTATIVE DENNIS M. HERTEL

As this committee ins to review the effect of health care cost containment of
the elderly, I want to highlight an industry which, while well suited to assit the
elderly in their own homes, is restrained by recent changes in the Medicare pro-
gram. The industry I refer to is the home care medical equipment suppliers. My
constituent, Mr. Sanford J. Linden, President of Linden Home Health Care, Inc. has
brough to my attention the effect of these changes on the elderly. Mr. Linden is also
the current ¥’resident of the National Association of Medical Equipment Suppliers,
which has pre a staicment idenif]ying the effect on beneficiaries of the recent
and proposed Medicare durable niedical equipment benefit chmyea. Mr. Chairman,
I ask that the NAMES statement be admitted to the record and thank you for the
opportunity to provide my opening remarks. .

PREPARED STATEMENT oF REPRESENTATIVE THoMAS J. MANTON

Mr. Chairman, I would first like toc commend you for holding today’s important
hearing. In Februmx we heard testimony regarding the impact of the prospective
payment system and D.R.G.’s on the quality of health care. I'm pleased that the
committee is continuing its examination of the impact of cost containment of the
quality of care given to older Americans. .

As we have heard many times in this committee, and as I have heard often from
my constituents in New York, one the major effects of th:alx!)rospective ent
system has been the early discharge of patients from hospitals. As a result, there
has been an increase in the need for alternative or additional care at nursing homes
and home health care centers. However, despite the increased health needs of older
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Americans, there have been a number of budget cutbacks which limit the ability of
States and local communities to provide alternative care. Several new regulations
for Medicare and Medicaid have made it increasingly difficult for providers to par-
ticipate in programs that cover long term care sevices. In addition, according to in-
formation provided by the chairman, regulations proposed by HCFA would further
discourage partial or full participation of providers in the Medicare system. I am
concerned that whue older Americans are leaving hospitals sooner, the long-term
c:trg system’s ability to provide services is being weakened by the administration’s
ions. .

We all recognize the importance and the need for health care cost containment. It
is essential that the administration and the Congress take responsible steps to ad--
dress the problem. However, we must rejected cost containment measures that
result in limited access for older Americans to essential services.

I recently received a letter from a constituent who works in the health care field.
One of her concerns was the shortage of long term care facilities within the commu- -
nity. I believe that her question is one that is particularly relevant to today’s hear-
ing. If the administration continues on its present course, will my constituents’
access to health care services be further limited?

Mr. Chairman, the cost of health care has increased dramatically as has the
amount of our Nation’s resources spent on health care. In 1960, health care muie
up 5.3 percent of the national product. By 1982 that figure had almost doubled
to 10.5 percent. In 1982 the Federal Gevernment paid 68 percent of the share of
public health expenditures, largely through Medicare and Medicaid. Clearly, then,
we have a responsibility to control health care costs. However, these measures must
not result in older Americans being deprived of important health and social serv-
ices. While I agree with the administration’s desire to contain health care costs, I
am opposed to measures that result in denyinﬁ older Americans needed and rightful
health care coverage and limits their accessibility to essential services.

PREPARED STATEMENT OF REPRESENTATIVE OLYMPIA J. SNOWE

Thank you, Mr. Chairman for holding these hearings on health care cost contain-
ment. Increasingly, the issue surrounding health care and our ability and willing-
ness to ﬁy for care are becoming topics of great concern. -

In 1983, health care expenditures in the United States totaled over $355 billion,
an average of $1,459 per person and about 11% of the national product. In
that same year, the De ent of Health and Human Services implemented cost
containment measures for hoepitals based on disgnosis related groups (DRGs). As a
result of DRGs, the rate of 1'ndation of hospital costs has decreased for the first time
since the implementation of wage and ‘price controls in 1972 and 1973. Thus, it ap-
pears thst the DRGs have been successful in concaining cc:ts.

Quality is not so easily measured, however. We have heard from the General! Ac-
counting Office and from those of you who lirovide the needed services in our com-
munities that the elderly are being released “sicker and quicker”. We do know that
the average stay per patient is down significantly and it appears that the majority
of the cost savings in hospitals is on the diminished stay per admission. The
question then becomes, are those who are released earlier being released too early,
oris it simpli')that hospitals were keeping patients too long prior to the implemen-
tation of the DRGs. Clearly what we do not want is an inappropriate cost shifting to
community based carz if the patient is not appropriately suited to being cared for
outside of the hospital

Additionally, there has been concern that the DRGs do not permit enough lati-
tude in the care of the older patient. On July 4th, in the Washington Post an article
alppeared in which a Johns Hopkins researcher indicated the need for DRGs to in-
clude a measure of severity. In my own state of Maine, many questions have been
raised about the need of DRGs ¢ take into consideration the rurality of an area.
Others have suggested that DRGs should be more sensitive to age factors and other
issue that increase risk.

I am pleased that we can continue the dialogue that was in February of
this year. I think it is important that we sort out the effects of the DRGs and the
extent to which quality care can be delivered under a system of cost containment.

The CHAIRMAN. The first witness this morning is going to be the
Honorable William Donald Schaefer, who is the mayor of the city
gga Baltimore. He is here also representing the U.S. Conference of

yors.
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Mayor Schaefer, would you please proceed in any manner that
you may desire?

[Due to the fact Mayor Schaefer chose not to use a microphone,
his testimony may appear garbled because of the inability of the
reporter to record it.]

STATEMENT OF HON. WILLIAM DONALD SCHAEFER, MAYOR,
CITY OF BALTIMORE, MD; REPRESENTING THE U.S. CONFER-
ENCE OF MAYORS

Mr. ScHAEFER. Thank you very much, Mr. Chairman, and let me
say that I am—I was going to say that I am delighted to be here. I
am also elected, so I wonder if it is a delight to be here or not. -

I am here to talk about the elderly today, here to talk about the
poor and those who are in need. I am not going to say anything
that you don’t already know. I am not going to give you any pearls
of wisdom. I am not going to tell you anything that you haven’t
really seen if you have seen people in your communities. I am not
going to give you anything new. I am just going to say to you reve-
nue sharing—I cry my heart out when Congress was giving our
revenue sharing away, $17 million that we will have to make up
for the tax base, the highest in the State.

And now I am here to talk about the poor. And I am here to talk
about the elderly and the needs of the elderly and where to go
from here.

With your permission, rather than reading a statement, I would
like to refer to some charts and tell you some of the facts about the
city of Baltimore as I see them—about the poor and elderiy as I
seem them and about the concern that I have and what can we do.

When the Governor comes and he wants to interrupt me, I will '
be more than glad to sit down, because I would like to hear the
testimony of the Governor and hear what he has to say. So it won't
make me feel bad if you say, “Mayor, sit down and let the Gover-
nor speak.” That will be OK. '

Today I drove from my home down Mulberry Street, and I looked
to the left and to the right, and there was a Catholic charity
agency. In front of it were four or five women, homeless women;
some of them ages 50, 55, and 60. I see one woman there every day,
every day. She needs help—medical help, psychological help, what-
ever it might be, the Catholic charity is providing.

I thought about her, and I thought what can I do? I think about
the State of Maryland that said we are going to take all of the
people out of the mental institutions who shouldn’t be there be-
cause the law shouldn’t keep them in, and then we are going to
send them out into the community right down to Baltimore City,
right down to the city where there is no followup, no one to follow
what has happened to those people, and I have concern about that.

Last night, I discussed my appearance before your committee
with the Health Commissioner. The Health Commissioner is Dr.
Susan Guarnieri. And I saw her worried. I saw her concerned. T
saw her frustrated, and I saw her concern because she was worried
about the elderly and what was happening to them medically. And
I worried about what was happening to them medically, but I also
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worried about what was happening to them as far as food was con-
cerned. I also worried about them on housing. I also worried about
them on transportation. There are a lot of problems; we are going
to center on medical problems of the elderly today.

The problems of the elderly are not new. We, the health commis-
sioner, all of us, are working hard to make sure that we all live
longer. We all want to live longer, but with our length of living,
there should be some peace of mind, some feeling that if I live
longer, I am not going to have to worry myself to death about
whether I have a house, whether I have medical care, whether any-
body cares about me. -

After speaking last night with Dr. Guarnieri, I thought about
me. I am a senior citizen. I live in my own house. I live alone. If I
get sick and I go to the hospital and I am sent home, and I am in
need of care, who do I ge to? Who will come in and say to me, “I'l
put the drops in your eyes.” Who will come over to me and say,
‘Tl see that your pill is taken care of.” Who will come over to me
and say to me, “Schaefer, I'll take care of the food.” And I thought
about me last night, and I thought about all of you. Everyone here

is going to get older. I see all of these young people today, and I see . -

all of them standing around, and I think your knees don’t hurt you
%t}a::. You don’t have that difficulty of stepping up on the curb.

ere isn’t arthritis in your fingers. Then my thoughts turn again
to the elderly. I worry about their aches and pains and what can
we do for them. .

We must walk. We must bathe. We must dress. We must shop.
We must eat. We must worry about our medical problems. Then,
last night, I again said to myself, what am I going to say when I go
to Washington? You have got so many problems, and I coming over
and I am goinf to give you another one. I am going to tell you
about the problems of the elderly and the poor. And you have got
problems running out your ears. You have got problems with the
budget. You have got problems of defense. '

OK, let’s take a look at Baltimore.

Nationally, the data shows a tremendous growth in the elderly
population in the next several decades. You know that. In Balti-
more City the elderly population is large. Already our 65-year-old
population is 13 percent of the city’s total population. That is
100,000 people. By 1990 it will be 106,000, about 15 percent. Twenty
percent of Maryland’s elderly live in Baltimore City. The elderly
population is growing older. In the 1980’s alone, the population
ovea-og5 grew by 19 percent. In 1980 it was 39,000. In 1985 it was
46,000.

Unfortunately for Baltimore, this is where the elderly poor con-
gregate. And you don’t say, well, they are your poor. Take care of
them. Why should you ask anybody else anywhere else to help you
take care of the poor? . ,

Eighteen percent of the elderly population has incomes below the
poverty level of $4,400. Forty percent of Maryland’s poor live,.
again, in Baltimore City. The very poor and the near poor are the
people who are the biggest problems getting access to needed care.

Now how are the elderly going to pay for the needed services?
Look at some of the changes in the past year. When the Medicare
Program was enacted in the sixties, some people thought it would -
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be the answer to the elderly’s medical problem. Today, under Medi-
care, a hospital stay costs almost 200 percent as much as it did in
1981—§204 in 1981, $400 in 1985.

Pressure is being put on hospitals to reduce costs through short-
er hospital visits. There is a problem that I will get to in a
moment.

Overall the Medicare Program, which was developed to take the
burden off the elderly for health costs now only pays 44 percent of
the total health care costs for the elderly.

Chart No. 3 talks about Medicaid. There were $4 billion in cuts
nationally in 1981 and 1982 under this program. In addition, more
pressure has been put on Medicaid to pick up the cost of cuts in
the Medicare Program. Thirty-six percent of land’s Medicaid
Program is now being paid for by the elderly, $222 million for 65
and older. Maryland’s Medicaid Program is struggling and not suc-
ceeding. This program was originally designed for the poor overall,
and it is now a fact that Medicaid can’t Pay for it all.

All right, who needs help? The elderly getting out of the hospi-
tals. Why are they getting out of the hospitals? Because hospitals
have a financial incentive to send them home. Sickly eiderly go
home from the hospital before they are ready to go Lome, and to
homes not equip to handle them. And I use the example of the
Mayor of Baltimore City. If I go home, there is no one there to care
for me. What happens to me? If elderly people are to be released
early from hospitals, we must at least provide medical care as soon
as the patient leaves the hospital. ’ '

Chart No. 4, what else is happening to the elderly? Hospital
costs. Two-sided coin—hospital costs going up, length of stay goin,
down. Demand for home health care going up, and please don’t
misunderstand me. I am all for getting people out of hospitals as
soon as they are abkle. Unnecessary hospital stays represent costs
that can and should be cut, demand for community service going
up as well. .

What else is happening to the elderly? Senior citizen centers—
the budgets are frozen. Transportation cost subsidies for the elderly
are frozen. Less trips tc the store, to the recreation centers, to nu-
trition programs Housing for the elderly is virtually curtailed. All
those problems are problems of the elderly. These are the problems
we are looking at.

Now, let mdcif%o to the local picture. Nursing home placement is
increasingly difficult.

Susan Guarnieri tells me that nursing homes have 95 percent oc-
cupancy in Baltimore. So it isn’t easy to get into a nursing home.
And some people released from hospitals don’t have to go to a nurs-
ing home. They can go directly to their home if there is somebody
there to provide the care for them. Medicaid does not cover services
adequately. The State provides only limited alternatives to Medic-

aid.

Let me tell you about the State. I am a mayor. I said to the Gov-
ernor, “Governor, when I have a problem, I come to you. You have
a problem, you go to the President.” The Governor sort of laughed
at me. There is a responsibility on all of us, the Federal Govern-
ment, the State Government, and I can’t say it is all your responsi-
bility. I have got to do something, too. I told Dr. Guarnieri suppose
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you decide that you are not going to do anything; suppose the Gov-
ernor just says, “I am not going to do anything,” the poor, needy
elderly are still there and somebody must do something. . _

I said to her last night, when I go, I want us to be able to say
what we are doing. .

The community pays for services for the elderly. If you took
away the Catholic charities and the Jewish charities and all the
other charity organizations, where would we be? But there is a
limit to what they can do. There has to be a coordination between
all of those agencies so that when an elderly person gets out of the
hospital, somebody picks them up, whether it is the Jewish organi-
zation, the Protestant organization, whoever it might be.

Let me give you a couple of cases. These were Baltimore City
cases. Dr. Guarnieri reported to me.-OK, first a cataract patient no
longer hospitalized, no after care services, sent home literally
blind, literally blind. And I think again, suppose it was me. Off
comes the cataract, home I go, and I have got to walk up and down
the steps. No one worries about what is going to ha? n to me. I
can’t call Dr. Guarnieri every 10 minutes and say, “Susan, come
out and take care of me. Tell me what I am going to do with my
eyes"’ i .

Somewhere along the line, there is an answer, not to a nursing
home or not longer stay, but there is an interim. And it can be
done. Take my second case, an elderly couple. This couple is basi-
cally homebound, the husband is 68, suffering from emphysema, ar-
thritis and has to use portable oxygen. Wife, 62, leg amputee, con-
fined to a wheel chair. Both are taking prescription medication for -
chronic illness and are receiving home care services from the
Catholic charity. They were also receiving Medicaid coverage until
they applied for disability benefits to increase their income. They
were terminated from Medicaid as a result of a complaint that the
additicnal income disqualified them for Medicare. o

The .ast one, a 76-year-old woman was admitted to a lo¢al hospi-
tal with a history of heart failure and heart disease; discharged
with no in home medical assistant nor other needed services; found
in home alone 5 or 6 days laier, second heart attack. She now goes
to the hospital for extended care. Maybe had somebody been able
to get to her earlier, maybe she would have been able to be helped.
I don’t know. I am not positive. .

All right, whose responsibility? Dr. Guarnieri said to me last
night it is the State and the Federal Government. And I say, OK,
suppose nothing is done, shift it back to us? My conscience will be
all right because I will say it is your responsibility. My conscience
will be all right because I'll say I can’t do everything for you. I
don’t know whether you think I am concerned or not. I am. I lis-
tened to her last night. I really listened to her last night. Whose
responsibility is it? Whose going to pay? Money is not enough, we
don’t have enough for the programs. We must keep the poor people
out of the hospital. We must keep them cut of nursing homes, all
of which I have said before. :

The people should go to their homes, special home services.
Agencies in Baltimore are now providing care but not nearly
enough care.
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Well, let me conclude. What are we doing in Baltimore? We have
a special home service care. We have a gateway program. We have
channeling. We have department of social service work, all these
people, but I wondered whether it is enough. And I will end by
chart No. 7, recommendations. ‘

Look beyond the dollar savings at the effect you have on people’s
lives. Dollar savings in the hospital-—save money in the hospital,
but there must be something else to be able to provide for the care
of the elderly. I was going to end by saying, Susan, I want you to go
home tonight, and I want you to come back with a program so I
can say to the Congress tomorrow I am doing something. OK, who?
The elderly over 65. Why? Home care is less expensive; for hospital
care there is cost containment. When? On discharge from the hos-
pital. How? All hospitals discharge of elderly be coordinated.
Where? The city will take the lead and work with the Office of

We are going to try it. We need some money to do it. If you don’t
provide the money, we are going to try it anyway. We dre going to
see what we can do. In our country, I think we should help the el-
derly, hel{:l::he elderly poor. I believe in this. My time is up.

I don’t know whether I have made any impression on you. I don’t
know whether I have given you anything new. And I will tell you
one thing. Dr. Guarnieri awakened me last night. We are going to
look to the State. We are looking to the Federal Government. I ride
down the street and I think, you know, I have got to look out for it,
too. I need your help. We need some money. We need some pro-
grams.

A person goes to the hospital, and to cut out the hospital care
costs, we send them home. Don’t send them home and forget them.
ghat?is very simple. That is such a simple solution, why can’t we

0 it? :

[The prepared statement of Mr. Schaefer follows:]

PREPARED STATEMENT OF MAYOR WILLIAM DONALD SCHAEFER,
or BALTiMORE, MD

Congressman Roybal and Members of the Committee:

Thank you for the opportunity to comment on cost containment and care for the
elderly. As a local elected official, I am seeing firsthand the problems of the elderly
today. I am also anticipating that in Baltimore City, as in many other urban areas,
the difficulties in providing adequate resources for the elderly will tfrow substantial-
ly as the elderly become a larger percentage of the population. In developing health
care and social service policy at the Federal level, you as decision makers must be
sensitive to the needs of this growing segment of the population and to the concerns
of local government. In a world of limited resources, cost-effective programs are es-
sential. However, containing costs at the Federal level at the expense of already fi-
nancially strap localities is not an acceptable approach. :

Nationally, the statistics show that there will be dramatic increases in the elderly
population in the next several decades, and that the ratio of the elderly to the total
fopulation will also increase substantially. Thus, between 1980 and 2030, the popu-

ation 65 and older will grow from arproximately 25 million to 50 million. Whereas
the population 65 and over will doub.
will grow by onlazio percent.

In Baltimore City, similar trends are anticipated. Although we have not projected
the elderly population through the year 2030, we can observe meaningful changes
during this ggcade alone. The overall population is still declining through continued
outmigration to suburban areas. However, the elderly population is growing and
will reach 14.6 percent of the overall population by 1990. Interestingly, the e d:nrlfl,
population is growing older! Whereas the number of elderly individuals over 65 wi

e during this period, the population as a whole
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grow by 5 percent during this decade, the number of elderly individuals over 75 will
grow by 19 pgercent. That is very significant when considering what the demand for
services X

The National Center for Health Statistics has compiled date. which show that of
the total 65 and over population, 45.7 percent have some activity limitations and
39.4 percent have major activity limitations, meaning an inability to work or keep
house. The Center has also collected data on the percentage of adults needing assist-
ance in basic activities, including walking, bathing, dressing, toileting, eating, etc.,
and on those needing assistance in home management activities, including shopping,
chores, meals, and financial management. For those between 65 and 74, 5.3 percent
need basic assistance and 5.7 percent need home management assistance; for those

-84, the percentages jump to 11 percent and 14.2 percent, respectively; for those
over 85, there is a dramatic increase to 34.8 percent and 39.9 percent, respectively.

Another significant factor in assessing demand is income level. Unfortunately,
Bultimore, like many other major urban areas, has a large poor elderly population.
Eighteen percent (18 percent) have income below poverty level. The City’s elderly
poor represent approximately 40 percent of the elderly poor statewide. We expect to
continue to have a large percentage of the State’s elderly poor for some time to
come.

Long range policy decisions regardm%' care for the elderly will have to be made
based on the above demographic data. I, like other local elected officials, will need
your help. The Federal government must participate in finding long range solutions
and :l;(tlllst rt:main a fontn}umlr of resourcesd 3 bothmngﬁnancial' ang ical. You must
not icate your role in developing and supporting appropriate programs.

The probliem of providing care for the elderly, however, is also an immediate
problem. What has ﬁeenhappemung at the Federal level has been frightening me.
As we are beginning to need more assistance, you in Washington appear to be
moving in the opposite direction.

Actions taken at the Federal level during the several years to curtail spend-
ing in health and social programs have resulted in major cost shifts to state and
local levels of government, as well as to the pockets of tge elderly. While 1 have no
objections to reducing costs throgh greater efficiency, 1 do object when the elderly
become the victims of real losses in services, end when policy changes a' the Feder-
al level do not ultimately lead to cost reductions in the overall system, but merely
to a transfer of responsibility from one level of government to another.

Spending decreases and cost containment measures have begun to tale their toll.
The elderly are spending far more under the Medicare program than just a few
years ago, for example. The Medicare deductible for each hospitalization period is
now 96 percent greater than in 1931. The annual deductible for physician visits is
now 25 percent higher than in 1981. The annual premium for outpaticnt visits has
risen by 62 percent. Changes in hospital reimbursement have also hnd a negative
impact on the elderly. Diagnose Related Group (DRG) reimbursements have given
hospitals the incentive to release patients earlier and sicker. _

Recent national data collected by the General Accounting Office (GAO) shows
that the average length of stay, under the prospective payment sz)vstem (PPS) in
fiscal year 1984 was 7.5 days as compared to 9.5 days in fiscal year 1983 prior to the
PPS program.! Site visits by GAO staff to hospitals, nursing homes, home health
providers, and discharge planners revealed that patients were being released after
shorter lengths of stay and sicker than they have been in the past.

In Maryland, the Medicare waiver enables the State to reimburse through a dif-
ferent system. Nonetheless, pressure is put on the system to contain costs in order
for us to retain the “all-payer”, equal access concept the waiver permits. At least
according to the anecdotal information now avallag' le, hospitals in Maryland are
also releasinf individuals earlier and sicker than previously. Medicare covers only
minimal skilled nursing benefits for patients once they leave the hospital.

It is now well understood that Medicare can no longer be considered the health
care program for the elderly. Onlge44 percent of elderly health care is now paid
under Medicare. In fact, last year beneficiaries supposedly spent as large a share of
their income on health care as they did before Medicare was enacted in the 1960’s, a
sobering thought!

Did you expect the Medicaid program to solve the problem of health care for the
elderly? It has not done so in Maryland, and I doubt whether it has elsewhere. True,
Medicaid has begun to pick up costs where Medicare is not picking up costs. Mary-

! Data submitted by the GAO to the Senate Special Committee on Aging in correspondence
dated 21 February 1985.
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land’s program has paid for Medicare premiums and deductibles for the Medicaid-
eligible elderly popuf:ltion. In 1984, enrollees in Maryland over 65 represented 11.2
percent of total Medicaid eligibles, and they uccounted for 36.4 of total Medicaid
p_ahgments. Over 16 percent of Medicaid expenditures in 1984 were for nursing facili-

However, even though care for the elderly may be eating a substantial portion of

|
the Medicaid budget, the pi is still not adequately addressing the needs of L
}hat popullation. It is still far from meeting the need for good community-based care, |
or example.

Although there may be some increased flexibility provided to states in how they
design their Medicaid programs, the resources are not there to support the demand .
for services. Maryland has continued to increase its Medicaid bu annually, and "
has taken advantage of numerous Federal options to provide broad coverage. How-
ever, even using maximum allowable eligibiﬁty levels, the program can only cover
50 percent of the poor or near poor population. ) )

e elderly must compete with other vulnerable groups in the population for as-
sistance under the Medicaid program. As costs for care to the elderly shift from the
Federal to State level (along with costs for care for other groups), the decisions
become tougher and tougher and there is potential for increased conflict between
the local and state level as to how to divide limited resources. Should we begin to
provide more resources for the elde:hy at ‘the expense of high risk mothers and in-
fants and how will that be determined?

Major reductions in the Medicaid program were made in 1981 and 1982 under the
Omnibus Reconciliation Act and the Tax Equity and Fiscal Responsibility Act. Since
then, Co! has not supported Administration aims to make additional major re-
ductions, but given the trends in Federal budget cutting, the future Federal partici-
pation levels in the Medicaid are still a big question mark. Already 10 per-
cent of land Medicaid enrollees qual.if%&m 100 percent state funded cate-
gories. In 1984, close to 60 percent of the illion budget was state funded. It
would be unrealistic to think that the State is not wary about further expansion of
Medicaid gemgrams for services for the elderly, as well as for any other group. The
threat of being left with a more substantial portion of the burden in the future is
ve?' real and very scary. ~

ou have not only transferred the burden to us for health care, but at the same
time, you have cut back other essential social programs for the elderly. The more
you take away in social service programs, the more thinly spread the elderly indi-
vidual’s income will be, and the less likely he will be to be able to buy needed
health care services. It may be cost-effective in certain instances to keep elderly
people out of hospitals or other institutions (nursing homes) and to care for them in
the community. It is certainly the more humane approach to caring for the elderly
in many cases. But we cannot do it without adequate community support programs.

Older Americans Act funding declined significantly for a few years. Congress has
sought to reverse that trend at the national level in the past few years, but funding
for the Baltimore City program has not increased. Our senior center budget has
been frozen for several years. Staff has had to devote more time to fundraising and
less time to services in order to continue to serve the same number of clients. The
transportation portion of the Older Americans Act program in Baltimore provides a
good example of senior service cutbacks. The budget been frozen. As a result,
the number of trips provided for recreation, shopping, and other such purposes is

declining at a rate of over 20 percent per year.
Prhgblggly some of the worst cuts have been in nutrition programs. The Eating To- »
gether program which we have relied. upon to tee at least one nutritious

meal per % to needy elderly is funded now at only 71 percent of the 1981 level. As
many as 350,000 fewer meals are now being served under that pﬂt)‘gram annually.

Su tial cuts have also been made in housing programs for the elderly. The »
Section 202 program woulge‘frovide no new units in 1986 if the Administration £
budget proposal were adopted. Nationally, since 1979, the number of new units au-
thorized annually has declined by 40 percent. New units under the Section 8 and
public housing p , which previde housing for the elderly, would also be virtu-
all{ egﬁinawd 1(1:1l 986 if lgle Afdfninistration plan were ado e

n Baltimore City, we have felt very severe impacts in elderly housing programs
since 1979 when meajor cuts began. 'er number of units that {aw been provided
annually has dropperi steadily from 829 in 1979 to 104 units in 1984.

These are a few examples of cuts in services for the elderly. Other programs,
which may not only serve the elderly, but which have a large percentage of elderly
clients, have also suffered major setbacks. The Social Services Block Grant is slated
for gradual reductions from now through 1988, according to Administration plans.

IToxt Provided by ERI
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The Community Services Block Grant would be eliminated for all practical pur-

poses.

Furthermore, still in question is the kind of cuts, which may be imposed on the
Social Security program. Even amall changes in cost of living increases can make
changes in the income of elderly people which prevent them from being able to pur-
chase needed medical services, nutritious meals, etc.

I cannot expect to provide adequate services for the elderly, including health care
and social service support, for those who should be able to remain in the community
with a dwindling Federal commitment. The state has accepted some cost shifts, but
has not been able to compensate. Cuts in health care and simultaneous cuts in
social services are making it impossible, and demographic data indicates that the
situation will worsen. I am beginning to feel truly abandoned. _

The picture for some in Baltimore is truly grim, especullg for those who do not
have adequate resources to sustain themselves through old age: Let us consider
some basic problems. Finding good institutional care for the elderly is difficult.
Nursing home occupancy rates are 95 percent to 98 percent in Baltimore, and the
state, under our highly regulated system, is clearly cautious about ding nurs-
ing home capacity, given its already taxed Medicaid budget. Many individuals, even
those who have worked all their lives, cannot pay for institutional care. Medicare
provides only very limited benefits. They go through a “spend down” process until
they have exhausted all their resources and qualify for Medicaid. - -

Arranging for appropriate community-based home health care is much more diffi-
cult. For those who can pay, finding appropriate services may still be difficult, but
home health services are available. For those who can’t pay, many of whom are not
;esllilgible for Medicaid, the process for arranging appropriate care can be nightmar-

Suppose the individual is sent home fairly sick from the hospital, or suppose he
has been living at home and has gradually declined to the point of needing assist-
ance to remain there. Medicare will cover very limited skilled nursing services in
the home. It will not cover personal care services or chore and homemaker services
which may be required for an extended period of time, if not on a permanent basis.

If the person is eligible for Medicaid, he will only get limited support. At this time
for example, Medicaid is paying $10 dl{lfor personal care services, including
dressing, bathing, feeding, etc., tep:dr: of how many hours may be required. For
those who need additional su; or other sources, there are a variety of other op-
tions, but the resources are difficult to secure and maﬁgot be adequate.

Limited funding is available through the State’s Department of Social Services
(DSS). This agency may provide for homemaker or personal care services, day care

rograms, and even foster care. Additionally, operates the Adult Protective

rvices program to address the needs of the abused elderly. However, DSS is not
specifically towards the elderly. Its overburdened staff assists only a very
limited number of elderly clients and extremely few with health related home serv- -

ices.
The State has directed some additional resources towards case management types
of services for the elderly. The Geriatric Evaluation Services (GES) gets referrals
from hmta.ls, the community, or other social service agencies to evaluate elderly
individuals, determine whether they should be institutionalized, and if not, what
services and public assistance might be available to them to remain in the commu-
nity. The Gateway g'rgject has case which attempt to direct elderly indi-
viduals to services. They also have ‘Pmm dollars” available to provide limited
financial assistance where it cannot be found elsewhere. Most of these resources pay
for personal care, home health aides and homemaker or chore services. Gateway
now has a caseload of 250. It previousaly had a caseload of 300 clients when it operat-
ed under a Federal demonstration grant called Channeling. While Gateway is often
referred to as the major community-based care support system for the elderly, it
" The Beltimons Cyty. Health Depa-taont (BOHD) prorides. sop Hlling serome o
e timore City nt provides gap-filling services as
well, where possible. The office of Special Home Services has a client caseload of
over 2,000 individuals who are by home health aides or provided with home-
T orae nonprost providers and charitable organizations are also picking up part of
me non-profit providers an i o izations are picking up [
the burden, but clearly not meeting all of tbemd. -
The BCHD has begun to look at expanding home health services and at providing
a more comprehensive case management service for the elderly which would direct
people to other needed services, because it is evident that n are not being met.
ile the numbers are difficult to document precisely, the repeated sbonear:ﬁ
caseworkers and referral services clearly indicate a shortage of services. The ove




42

picture of care for the elderly is one of great fragmentation and frustration. The
needs are there for medically oriented services, but the demand is also great for ad-
ditional social services.

Let us look at a few Baltimore examples. Cataract surgery must be done on an
outpatient basis. There is no consideration or concern about a patient’s age or physi-
cal capacity. The surgery is done without hospitalization regardless. Patients are
therefore sent home literally blind. If the‘y have a family, there my be no problem.
Without some support, the person often fails to receive the proper post-op medica-
tions. The ?atient s nutrition, housing or othex:rgersonal needs are not met.

An elderly couple is basi homebound. The husband is 68 old suffering
with emphysema, arthritis and has an oxygen supply at home. His wife is 62 years
old and is a leg amputee, confined to a wheelchair. Both are taking prescription
ll:ie%ihc;gons for their chronic illnesses and receiving homecare services from Catho-
ic ities.

They were receiving Medicaid coverage until they applied for SSA disability bene-
fits and increased their family income. They were terminated from Medicaid as a
g'::lult, but complain additionaf income is not sufficient to cover their combined med-
ical expenses.

A 76 year old woman was admitted to a local hospital with a history of heart fail-
ure and heart disease. She was discharged with no in-home medical assistance or
other needed services. After she was at home alone, a social worker from Jewish
Family and Childrens Service visisted her and found her very ill. It turned out she
gadaseoondheartattack. She became so weak, she had to be put in a nursing

ome.

A widowed elderly gentleman, aged 64, has had multiple strokes. He has been at-
tending Eating Together in Baltimore sites for regular meals and social contact. His
lack of mobility has left him depressed and he has drinking again. Because of
his alcoholism problem, he no longer attends ETIB. His nutrition status and person-
al needs are no longer being met. He is on a waiting list for mental health and
chore services.

Cases such as these tend to involve not only medical needs, but social needs as
well. Caseworkers spend numerous hours looking for appropriate services and fund-
ing sources in a disjointed, underfunded system. In many of these types of situa-
tions, individuals may eventually be institutionalized, when they might have been
cared for in the community because not enough services could be found or pur-
chased for them. )

Comprehensive services must be provided to insure the health and well being of
the elderly in the community. A package of services with a case management
system to coordinate all ci them is essential. Services should include: nurse assess-
ments; home health services including skilled nursing and personal care services;
chore, homemaker services; mental health services; transportation; housing referral;
educational services; and nutrition services. ) )

Efforts should be made to keep the individual in the communi _as long as posei-
ble. However, in planning for care for the elderly, we must also in terms of a
continum of care. There will always be a need for some institutional care. Access to
good hospital care will be important as well. .

At the other end of the spectrum, good preventive care is essential. Not enough
attention is paid to preventive services which may save money in the long run. The

ist of uncovered benefits under Medicare is a good indication that we are not meet-

ing preventive medicine needs: routine physical examinations; dental care; eye
exam and eyeglasses; routine foot care; immunizations; hearing aids; drugs and
medicines; and outpatient alcohol detoxification.

When financial resources of the elderly dwindle, routine doctor visits and other
basic needs are often eliminated from the budget. Increased premiums and deducti-
bles under Medicare provide further incentive to go without needed medical treat-
ment until the crisis arises. Another sad phenomeneon is the migration of physicians
from poorer urban areas. They would sooner move to outlying, wealthier suburbs
where they can be more assured of getting full reimbursement. .

HMOs designed for care for the elderly may be one solution, but these projects
are still financially risky, and may not always be able to provide the complete spec-
trum of essential preventive and treatment services.

In sum » it wou'd be remiss for you at the Federal level to assume that states
and cijties will solve the problems of cara for the elderly. Your input will continue to
be essential. We will need increasing support as the population grows older. :

Actions of the past few years are not ;i:)mish_)g. am very concerned about cut-
backs coming at a time when we should be looking at increasing resources for this
particular segment of the population. The gaps you are creating in the system in

Q
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both medical services and social services cannot be magically filled by state and
local governments. It appears that not much forethought has been given to the pos-
sible negative outcomes of Federal policy ¢ X

Shorter hospital stays are causing a myriad of difficulties and may not be as cost-
effective as intially thought. They are transferring costs from hospital care to nurs-
ing home facilities and home care. There is also some information that readmissions
are increasing, and cancelling the cost savings initially intended.

Other Medicare and Medicaid cuts are resulting in further transfer of costs from
the Federal level to the state and local level as well as the pockets of the elderly.
Social program cuts are adding significantly to the local burden.

If we are to be forward looking and humane, we must find cost-effective, creative
solutions to the growing demand for services. Certainly, comprehensive services at
the community level are desirable. We should keep in mind that a continuum of
care will be essential, including at one end preventive care services, and at the
other, institutional services.

Work with us. Do not leave us stranded. Financially strapped localities cannot
handle the burden. If you don’t plan with us and support us, the real tragedy will
be the people who do not have access to services they require.

The CHAIRMAN. Thank you for a very excellent testimony. It is
usually under our procedure that we ask questions of the witness.
We are not going to ask questions at this time due to the fact that
the Governor is here, and we would like to hear from him. And
then we would like to ask questions of both of you. Will you please
remain. Thank you very much.

Mr. Skelton?

Mr. SKeLTON. May I ask unanimous consent that my statement
be included in the record after yours and Mr. Regula’s?

The CHAIRMAN. Without objection.

Would anybody else like to make a similar request?

Ms. OAKAR. Mr. Chairman, I would. Thank you.

The CaairmAN. All right, without objection.

All members, then, can submit their opening statement to
appear in the record immediately following that of Mr. Regula.

Governor, I would like to welcome you to the committee this
morning. Congressman Pepper, who was here earlier, was going to
introduce you. I am going to ask now that Congressman Mica make
the introducion at this time. ' ‘ :

Mr. Mica. Thank you, Mr. Chairman. I would just like to take a
moment and say welcome to Gov. Bob Graham of the State of Flor-
ida for being here today, and we appreciate your taking time out of
your busy schedule. ' '

Florida, with the most rapidly growing senior citizen’s population
in the Nation is indeed a laboratory for the programs that will
effect all of the Nation. Under our Governor’s leadership, we have
done a phenomenal job in breaking new ground and trying meth-
ods and new approaches. And while we are doing it, the Governor
has done a tremendous Job in saving money. I think he will point
out to us some of the right ways to approach some very difficult
problems, and some of the wrong ways that have been suggested.

And with that, I would like to welcome our Governor, Gov. Bob
Graham from the State of Florida. Thank you, Mr. Chai. man.

The CHAIRMAN. Thank you. Governor, Senator Pepper, Jjust
before he left said that you and Mrs. Graham were the best friends
that the elderly could possibly have in this Nation. I therefore, in
that spirit, welcome you. Will you please proceed in any manner
that you may desire?

A
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STATEMENT OF HON. ROBERT GRAHAM, GOVERNOR,
STATE OF FLORIDA

Governor GRAHAM. Mr. Chairman, thank you very much. To my
good friend, Congressman Mica, I appreciate those generous words,
and also the words of friendship by Senator Pepper. There is no
question as to who is the best friend of the older American in our
country, Senator Pepper. '

I would like to begin by expressing my appreciation for this com-
mittee’s diligence on behalf of the needs of the older American.
Since preparing my testimony, I have read news accounts concern-
ing the administration’s proposed cuts in a Medicare Program re-
lating to home and community-based care. Without full details it is
difficult to comment analytically. However, cuts in this program
will tend to make it more difficult to implement long-range strate-
gies for promoting good health and lowering health cost.

This appears to be a Federal policy which will show a short-term
economic gain, but only at the cost of significant long-term damage
and fiscal cost. , ‘

The State of Florida is grateful for the opportunity to present
testimony concerning the issues of aging and health care costs, two
of the areas in which our State has been listed as a megatrend
State. Our State, like yours, Mr. Chairman, has set in motion
trends which affect the rest of the world and will do so for years to
come.

Florida today is America’s No. 1 retirement State. Approximate-
ly one-fourth of all Americans who leave their home at the time of
retirement move to Florida. In statistics released last week by the
Bureau of Census, Florida heads the list of States with high popula-
tions of persons over the age of 65. As of July 1, 1984, Florida had
1,931,000 citizens over the age of 65, an increase of 243,000 since
the 1980 census.

What have we learned about the aging population in Florida?
First, we have learned that developing strategies for dealing with
the issues related to aging is not solely the role of government.
There is a role for the individual. There is a role for families, for
communities, for society as a whole through government, private
organizations, and business. v

ond, we have learned that senior Floridians are getting older.
The fastest growing segment of our aging population is composed of
people who are over the age of 85. Third, we have learned the eco-
nomic devastation which often accompanies long-term institutional-
ization. The University of Florida Center for Health Policy Review
reported that 34 percent of all private pay patients in nursing
homes in 1983 exhausted their entire financial resources within the
first 4 months and resorted to medically indigent status.

These elements combine to squeeze older Americans and' their
families. As more and more Americans live longer, they run a
greater and greater risk of needing long-term care. But the cost,
human and fiscal, of that care continues to rise. ‘

The result is that if we continue current attitudes in policies,
there is likely to be a significant increase in the number of Ameri-
cans who end their days on Medicaid in a nursing home after
having exhausted all their resources. The good news is that it is

Q
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both possible and desirable to postpone, even prevent, the need for
institutional care for substantial numbers of senior Americans. Al-
though Florida has the highest proportion of its citizens over the
age of 65, in excess of 1 out of 6, Florida is 49th among the States
ir;‘ glsle number of nursing home beds per 1,000 persons over the age
of 65.

We have a ratio of 28 beds per 1,000 of our population over the
age of 65, as against the national average of 54 geds per 1,000 in
the population over 65. One reason for that low number of nursing
home in Florida, is Community Care for the Elderly. This pro-
ﬁram helps senior Floridians remain active and independent at

ome and in control of their own environment. = . o

Medicaid funds only 8 percent of the cost of this program. State
funding has incr by 338 percent since 1981. This year’s legis-
lature appr%priated an additional $3.5 million, raising the total
budget to $26 million. This is not enousltxl. Today we are meeting 36
percent of the need for such services. Our goal is to fully meet the.
demand for services within the next decade. In addition, Florida
has initiated other new programs without Federal assistance. One
is the Florida Home Care for the Elderly Program. This program
provides a direct subsidy to family care givers who maintain a frail
elderly person in their own home. o

is program provides an average subsidy of $122 a month to
stabilize the home environment of a person who otherwise “would
be eligible for a Medicaid supported nursing home—at a savings to
the taxpayer of $10,000 per patient per year. We are doing this be-
cause it is the right thing to do, and also because it is the prudent
thing to do from a cost standpoint. Commumi;y care provides an al-
ternative to a nursing home at a fraction of the cost with better
quality of life. :

Consider some of the evidence. In Panama City in the district of
Congressman Earl Hutto, the Bay County Council on Aging pro-
vides 6 months of services such as Meals on Wheels, the Senior
Center, adult day care and transportation at the same cost at 10
days in a nursinfg home. And that equation—6 months of services,
equals the coat of 10 days in a nursing home—does not compute the
incalculable human benefits to the senior Floridians who avoid the
tragedy of premature institutionalization. - g

Consider a few of the lives that community care has enriched:
Community Care provides a 74-year-old Linda Robinson of Hialeah
in the district of Congressman Bill Lehman with help to shop,
clean her home; do her laundry—and to cn?)e with the recent dea
of her husband. Community Care means Meals on Wheels to Maria
Monzona of Little Havanna area in Miami in the district represent-
ed by Congressman Claude Pepper. She is 95 years old, happy to be
in her three-bedroom apartment in a neighborhood and cultural
environment of her own choosing. And to Mr. and Mrs. David
Traub of Pompano Beach in Congressman Clay Shaw’s district,
Community Care means continuing to live together at home de-
spite Mr. Traub’s irowmg infirmities. :

For 4 hours each week, Mrs. Traub, who is 80, is relieved of her
responsibility of caring for her 87-year-old bedridden husband.
These 4 hours without worry are what Community Care means to
Mrs. Traub. To her husband it means remaining in comfortable, fa-
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miliar surroundings—and retaining control over his own life. These
human examples have taught us.in Florida that the gatekeepers in
our health care system should inform themselves of alternatives to
nursing home care and utilize in every case the option which is
least confining and therefore also probably the least costly.

Federal policy which runs counter to this desirable outcome
ought to be reviewed and altered. ‘We are grateful for the opportu-
ni%lto participate in that review. ,

e gateckeepers for Medicare, Medicaid, and other forms of
health insurance should e encouraagled and provided the option of
placement of older Americans in alternatives to nursing homes.
Once placed in a nursing home, there is a tendency to institutional-
ization which resists return to a less custodial setting.

The experience in Florida is that two-thirds of those who enter
nursing homes as private pay patients will soon exhaust their re-
(slqurces and ultimately be supported by Medicaid as a medically in-

igent. ‘

Another key to broadening the system to prevent the spending-
down of life savings of millions of middle-class Americans is the
Medicaid home and community-based services waiver. ‘

This program permits the Department of Health and Human
Services to waive the restrictions on the use of Medicaid funds, al-
lowing us to use these funds to help people avoid, institutionaliza-
tion. By waiving the restrictions, we can divert funds from high
cost services in hospitals and nursing homes into an effort to pro-
vide the types of care I have just described—much less costly care
ﬁt home which can prevent the isolation and high cost of a nursing

ome.

We have just completed our first 3-year cycle under a Medicaid
home and community-based services waiver. Florida recently was
granted an extension of this waiver for our elderly clients in the
program.

Based on these experiences we can offer five specific- recommen-
dations. First, eligibility criteria for participants must include not
only those on the verge of nursing home care, but also those whose
infirmity requires stabilization for continued home care. Preven-
tion, early intervention, and stabilization are the goals we should
establish and achieve—not limit ourselves to crisis m ement.
The immediate prospect of nursing home placement should not be
the overwhelming criterion for acceptance into the home and com-
munity care programs.

Second, alter the fee structure for middle-income participants to
encourage rather than discourage, participation in home and com-
munity-based services. If you earn $670 a month, you pay $345 a
month for services. A fee this high discourages many from seeking
the care that we are seeking to provide.

A third recommendation is to rescind regulations linking the
number of people eligible to participate to the availability of
vacant nursing home beds. Last year, average Medicaid nursing
home care cost $12,000 per patient. But the cost per participant in
home and community-based services was only $3,500. When you do
the mathematics of the cost of this policy, you discover that for the
8,000 participants in Florida’s program, Medicaid enjoys an annual
cost reduction of $36 million.
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We ask, therefore, Mr. Chairman, that this unrealistic policy of

tying the number of eligible participants to the number of vacant
nursing home beds be rescinded—so that we can reach our goal to
contain the cost of care through the development of community al-
ternatives.

Our fourth recommendation is to build into this program a
growth factor. Florida is among America’s fastest growing States
with an average annual increase of population of 300,000. Over 40
percent of that increase is representeti) by Americans 55 years of
age or older. Over 20 percent is represented by persons over the
age of 65. Should those citizens from Ohio, Michigan, Pennsylvania,
or New York be penalized by the denial of access to this communi-
ty-based program merely because they decided to retire to Florida?

Our final recommendation is to encourage this committee and
the Congress to consider Senate bill 1277. This legislation, spon-
sored principally by Senator Bradley of New Jersey and Florida’s

senior Senator, Lawton Chiles, does two things: It makes home and-

community-based services a standard option each State’s Medicaid
plan, and it attacks the Medicaid bias in a fee structure, lowering
it by $150 per month. :

Let me reiterate my thanks to you, Mr. Chairman, for the oppor-
tunity to share the experience of America’s No. 1 retirement tate
with this committee and to thank you and the members of this
committee for sharing the concern we feel for our senior Ameri-

cans.
[The prepared statement of Governor Graham follows:]

PrepARED STATEMENT OF HON. Bon GRAHAM, GOVERNOR, THE STATE OF FLORIDA

Good morning: Let me begin by commend.ing the members of this committee for
your diligence in meeting the needs of America’s a@nﬂg}population.

You are izing that we are all aging, reg esaofwhat:g‘egrouginto
which we may fall today. Every one of us has the potential to be affected by the
issaes of Social Security, long-term health care, and the rising cost of both.

The state of Florida is grateful for the opportunity to present testimony concern-
ingtheistsluszgagingandhea]thcarecoets,twooftheareasinwhich orida is a
megatren 5

is a state which, like California, sets in motion trends which affect the rest
of the world in the years to come. :

Florida today is America’s number-one retirement state. %gproximately one
1f:‘gulir'lth %fa all Americans who move from their home states after the age of 60 move

orida. : -

In statistics released last week by the Bureau of the Census, Florida heads the list
of states with high populations of elderly citizens. As of dJuly 1, 1984, Florida had
1,981,000, an increase of 243,000.

By the year 1990, one Floridian in five will be age 65 or older.

t over-65 segment of Florida’s population is growing nearly twice as fast as
our population as a whole.

Florida is a national laboratory in this critical area of study and action. What we
do in Florida today will influence the direction of America in the 1990s and beyond.

What have we learned about the aging population in Florida?

First, we have learned that developing strategies for dealing with the issues relat-
ed to aging is not solely the role of government. There is a role for the individual,

for our families, our communities and society as a whole, through government, pri- -

vate o izations and business.
Our destination is the goal of encouraging people to stay healthy, to promote well-
ness and prevent illness, to defer long-term care or prevent it er. :
Second, we have learned that Senior Floridians are %etting older. The fastest-
growing ent of our aging population is composed of those age 85 and above.
Because ge incidence of illness requiring nursing-home care is associated with ad-
vanced age, such an increase in the ranks of those over age 85 indicates that a grow-
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ing number of Floridians will require long-term care, raising the issue of how the %
bill for such care will be paid. 4

’ll‘(:‘liay that cost is borne alternatively by society or the families of the elderly in-
volved.

Third, we have learned, unhappily, that the costs of long-term care are continuing
to rise. According to Dr. Elain Brody, a nationally recognized expert with the Phila-
delphia Geriatric Center, families today provide for 80 per cent of the care required |
by the elderly in America. But when nursing home care is required, at a cost of ¢
from $15,000 to $50,000 a year, the impact is devastating on almost any family.

The University of Florida Center for Health Policy Rsview reported that 34 per
cent of all the private-pay patients in nursing homes in 1983 exhausted their entire
financial resources within the first four months and resorted to Medicaid.

These elements combine to squeeze older Americans and their families: As more
and more Americans live longer, they run a greater and greater risk of needing
long-term care. But the cost of that care continues to rise. _

Based on information from the University of South Florida Suncoast Gerontology
Center in Tampa we can project that of all the individuals who enter a nursing
home as private-pay patients, two-thirds will ultimately find themselves on the Med-
icaid rolls after spending their life savings on care. '

The result is that, unless society intervenes, there is likely to be a significant in-
crease in the number of Americans who end their days on Medicaid in a nursing
home, having exhausted all their resources, in a medically indigent position.

What have these facts taught us in Florida?

The first lesson we can draw is that it is both poseible and desirable to postpone
and even prevent custodial care.

Florida we have established a program called Community Care for the Elderly,
which helps Senior Floridians remain active and independent, at home and in con-
trol of their own environment.

Medicaid funds only eight per cent of this program in Florida. State funding has
increased, however, by 338 per cent since 1981. This year's Legislature appropriated
an increase of $3.5 million, raising the total budget to $26 million—but it is not
enough. We are meeting only 36 per cent of the demand for such services.

In addition, Florida has initiated new programs without federal assistance. One is
the Florida Home Care for the Elderly Program. This program provides a direct
subsidy to family care givers who maintain a frail elderly person in their own home.

This program provides an average subsidy of $122 a month to stabilize the home
environment of a person who otherwise would be eligible for a Medicaid-supported
nursing home—at a savings to the taxpayer of $10,000 per patient per year.

In part because of these proga.ms, and in part because of such factors as climate
and overall good health, Florida has America’s second lowest ratio of nursing home
beds to our elderly population—only 23 beds for each 1,000 citizens age 65 or older.

We are doing this because it's the right thing to do—and also because it’s a pru-
dent thing to do, from a cost stangfaoint. .

Community Care provides an alternative to a nursing home at a fraction of the
cost, with vastly better quality of life.

Consider some of the evidence:

In Panama City, in the district of Congressman Earl Hutto, the Bay County Coun-
cil on Aging provides six months of services such as Meals on Wheels, the Senior
genter, adult day care, and transportation at the same cost as ten days in a nursing

ome.

And that equation—six months of services equals the cost of ten days in a nursing
home—does not compute the incalculable human benefits to the senior Floridians
who avoid the tr y of premature institutionalization. Consider a few of the lives
Community Care has enriched: )

In Sarasota, in Congressman Connie Mack’s district, 80-year-old Nellie Thomas
was living in a deteriorating rental apartment on the outskirts of town last yar. Her
general weakness made it virtually impossible for her to take care of her home,
even with help. .

Fortunately, through the Communit{gxare p , Mrs. Thomas was assisted in
moving in with a neighhor whose husband had died and left her with a three-bed-
room house.

Together, these two women are caring for each other with help from the Commu-
nity Care for the Elderly program. Both are in better spirits and better health,

I’x; Congressman Bill Young’s district, in the Pinellas County community of Largo,
Mr. Ueckerman is a victim of Alzheimer’s Disease. His condition was diagnosed in
1970 and has steadily progressed over the past 15 years, with frequent crises and
continuous need for assistance.
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ERIC 52

Aruitoxt provided by Eic:




49

His wife has written to several state legislators to thank them for the Community
Care for the Elderly program. She says the initials of that program, CCE, really
stand for “‘conscientious, caring efforts.”

Community care provides 743"ear-old Linda Robinson of Hialeah, in the district of
Congressman Bill Lehman, wi help to shcg:, clean her home, do her laundry—and
to cope with the recer:t death of her husband.

Community care means Meals on Wheels to Maria Manzano of the Little Havana
area in Miami, in the district represented by Congressman Claude Pepger. She is 95
yeas old and happy to be in her three-room apartment in a neighborhood and cul-
tural environment of her own choosing.

And to Mr. and Mrs. David Traub of Pompano Beach, in Congressman Clay
Shaw’s district, Community Care means continuing to live together at home despite
Mr. Traub’s growing infirmities. )

For four hours each week, Mrs. Traub, who is 89, is relieved of her responsibilities
of caring for her 87-year-old bedridden husband. These four hours without worry are
what Commum}y Care means to Mrs. Traub. To her husband, it means remaining
in comfortable, familiar surroundings—and retaining control over his own life,

These data, and more, have taught us in Florida a second lesson: - .

That lesson is that the “gate-keepers” in our health-care system should inform
themselves of alternatives to nursing-home care and utilize in every case the option
which is least confining, and therefore also probably the least costly.

A third lesson we have learned is that federal poli% which runs contrary to this
desirable outcome ought to be reviewed and altered. We are grateful for the oppor-
tunity to participate in that review. ‘

A key to broadening the system to prevent the spending-down of the life-savings
of millions of middleclass Americans is the Medicaid Home and Community Based
Services Waivers.

is program permits the Department of Health and Human Services to waive
the restrictions on the use of Medicaid funds, allowing us to use these funds to help
people avoid institutionalization.

By waiving the restrictions, we can divert funds from high-cost services in hospi-
tals and nursing homes into an effort to provide the types of care I've just de-
scribed—much less costly care at home which can prevent the isolation and high
cost of a nursing home.

We have just completed our first threeéyen cycle under a Medicaid Home and
Community Based Services Waiver. Florida recently was granted an extension of
this Waiver for our elderly clients in the program.

In our first three years under this program, we have experienced restrictive eligi-
bility policies, regulations which preserve the institutional bias of the Medicaid pro-
gram, arbitrary limitations on the number of Senior Floridians who may. participate
regardlees of eligibility, regulatory provisions which prevent growing states such as
ours to keep up with population increases, and an elaﬁorabe and prolonged review of
our extension request.

Based on these experiences, we can offer five specific recommendations:

First, eligibility criteria for participants must jnclude not only those on the verge
of nursing-home care, but also those whose infirmity requires stabiiization for con-
tinued home care.

Only clients in immediate danger of placement in a nursing home meet the level-
of-care critical for the Community Based Services waiver. If our common goal is to
maintain our elderly population in their homes, this is counter-productive.

We are ignoring problems at the stage where they are most likely to be solved
quickly and relatively inexgqnaively, and deliberately allowing the to reach the
crisis point-—a point at which it is often too late to prevent institutionalization.

Prevention, early intervention and stabilization are the goals we should establish
and achieve—not crisis management. The immediate prospect of nursing home
placement should not be the overwhelming criterion for acceptance into the home
and community care program. -

Second, alter the free structure for middle-income partxcxm to encourage,
rather than discourage, participation in Home and Communi Services.

The waiver continues to institutional bias of the general Medicaid program. This
bias ig evident in the eligibility criteria for clients whose income falls between two
point on the scale—the Social Security Income progam limit of $326 a month, and
the Institutional Care Program limit of $842 a month.

For those within that range, a fee for services is required. This fee is determined
by subtracting the “protected income” level of $325 a month, and applying the fee
to what remains.
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If you earn $670 a month, you pay $345 a month for services. A fee this high dis-
courages many from seeking the care which we are seeking to provide.

The goal of eliminating the institutional bias of the Medicaid progrem is not
being realized because the regulations are excessively restrictive. We recommend re-
ducing those fees significantly to encourage more people to participate.

A third recommendation it to rescind regulations linking the number of people
eligible to participate to the availability of vacant nursing home beds. S

As I mentioned earlier, Florida has America’s second-lowest number of nursing-
home beds per 1,000 people over the age of 65.

This policy rew:. the success of our efforts to keep people out of the confine-
ment of nursing homes with this punitive outcome:

Because of the cap tied to nursing-home beds, we can serve only approximately -
8,000 individuals. But there are thousands more elderly people who need the Home
and Community Based Services program.

Last year, average Medicaid nursing home care cost $12,000 per patient. But the
cost per participant in House and Community Based Services was only $3,500.

When you do the mathematics of the cost of this policy, you discover that for the
gé()é){) ;iwlalg'ticipant.s in Florida’s program, Medicaid enjoys an annual cost reduction of

million. .

We ask, therefore, Mr. Chairman, that this unrealistic policy be rescinded—so
that we can reach our goal to contain the cost of care through the development of
community alternatives. -

Our fourth recommendation is to build into this program a growth factor.

Florida is among America’s fastest-growing states, and our elderl{ population seg-
ment is growmg as rapidly as any. Last fall we moved from seventh to sixth on the
list of America's 10 most populous states, and by the year 1988, it is projected that
we will be fourth.

Millions of our citizens come from other states, Mr. Chairman, just as do the citi-
zens of your own home state of California. :

Should those citizens from Chio, Michigan, Pennsylvania or New York be nal-
ized by the denial of access to this program, merely because they have decided to
retire to Florida?

This growth cap will deny needed care to citizens now living in the states repre-
sented by the members of this committee. Surely, your constituents deserve better.

Here is a program which works, which restores t{‘i'gnity to elderly Americans, and
which is cost-effective.

Why should we limit the growth of a program which tends to curtail the cost of
long-term care, offers cost savings every year, enriches the quality of life of the

ple it serves, and maintains infirm elderly Americans in familiar surroundings,
in their own homes, with their own families?

Why limit the growth of a program that does all that?

Our final recommendation is to encourage this committee and the entire Congress
to consider supporting Senate Bill 1277.

Thig legislation, sponsored principally by Senator Bradley of New Jersey and Flor-
ida’s Senior Senator, Lawton Chiles, does two things:

1t makes Home and CommunitiiBased Services a standard option in each state’s
Medicaid plan, and it attacks the Medicaid bias in the free structure.

The first aspect would make this outstanding, cost-effective program standard, not
something accompanied by the onerous atory processes through which state
must now go.

The second element of this bill reduces the fees charged to middle-income partici- .
pants by $150 a month, by raising the “gotecwd income ceiling” from $325 a month
to $475 a month. This will bring the benefits of this srogram to elderly citizens
whosee only choice today is to wait until their health
which they require institutional care.

Let me reiterate my thanks to you, Mr.. Chairman, for the opportunity to share .
the experience of America’s number-one retirement state with this committee, and
to th?gk you and the members of this committee for sharing the concern we feel for
our elders.

The Senior Floridians with whom I talk want to live out their lives in their own
homes, with the same dignity, independence and freedom of choice that we all cher-
ish at every age. . .

The regulatory structure of the Medicaid program today interferes with that fun-
damental of American freedom. . )

Thank you for responding to the need in the lives of older Americans in Florida—
millions of them originally from other states. And thank you for helping them to
lead independent lives, by restoring this vital link in the long-term care system.

eteriorates to the point at
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The CHAIRMAN. Governor, I would like to thank you for your tes-
timony this morning. From your comments, I can definitely say
that the problems that you find in Florida, you seem to find in
Baltimore and in other cities throughout the United States. We
seem to have somewhat of a unique problem in Florida, due to the
fact that it is a retirement commum“téi.a :

It is my understanding, however, t if one compares that with
other retirement communities that you will find that those are also
comparable. But we are told by the new regulations under Medic-
aid’s home and community-based progm will discourage States
from participating. Do you with that? ‘ .

Governor GRAHAM. Mr. irman, I have listed the areas.in
which we have found concerns, such as the linkage of the number
of eligible participants to the number of vacant nursing home beds,
the failure to maintain currency in terms of population growth
with eligibility, and the fee structure which discourages many
middle-incpme elderly from taking advantage of the community-

services. : ' :

Our belicf is, and the evidence of our State supports this, that
effective community-based programs which are ‘targeted at early
intervention and the maintenance of wellness, at the prevention of
health care crises, is both humane and cost effective. I indicated
earlier that while we have the highest proportion of our population
over the age of 65, we are 49th among the 50 States in tﬁ?a propor-
tion of nursing home beds. T :

If we had as many nursing home beds in Floride as the national
average, with our large population we would have enormous addi-
tional economic costs, costs to the individual and costs to govern-
ment at the Federal and State level. : ' :

We believe that regulations of the administering agency which
have the tendency to restrict n})articipation in alternative communi-
ty-based programs are not o y adverse to the interest of the older
American, but are adverse to the interest of all American taxpay-
ers.

The CHAIRMAN. The situation as we see it, and as we have been
constantly told hearing after hearing, is that hospitals are pres-
sured to reduce costs so what they do is to discharge patients early.
These people, much of the time, are still ill when they home,
but they are denied nursing home and health services under Medi-
care. And many of them are not poor enough to qualify under Med-
icaid. What happens to them? : ’

For example, you told the committee that 34 percent‘ of the
senior citizens in Florida exhausted their means within 4 months.
What happens to these Tgeople?

ey

Governor GRAHAM. then become medically indigent and eli-
gible for Medicaid, and at that point they become a responsibility
of Federal and State government under the Medicaid Program.
You also have an individual who has spent a substantial number of
weeks in an institutional setting. It is very difficult to then return
that individual to a less custodial environment.

We think that it is critical that there be a close interface be-
tween Medicare and Medicaid in terms of that initial admissjon to
an institutional setting, because once that is made, there is great
likelihood that that individual will continue to stay in that setting,
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and an even greater likelihood that while he is there, he will ex-
haust his financial resources. It then becomes a virtual certaineig'
that he will become a financial responsibility of the State and Fed-
eral Government for the balance of his life.

"~ The CHAIRMAN. Thank you, Governor. I have some questions I
want to ask the mayor along the same lines, but we will wait until
after you have finished your testimony. Mr. Regula.

Mr. REGuLA. Thank you, Mr. Chairman. :

Governor, have you taken any steps to consolidate the health
care delivery systems for long-term care in the State of Florida in
an effort to cut administrative costs while at the same time im-
groving services. Most of the States have a proliferation of agencies

ealing with problems, and I think there is a lot of duplication of
administrative cost. I would be interested in what you have done, if
anything, in Florida to address that problem.

vernor GRAHAM. Our basic social health service agency, the
Department of Health and Rehabilitative Services, is an integrated
agency, which has responsibility for all of the programs that relate
to elderly care, either community-based or custodial. Through that
system we have established a gatekeeper function in which we try
to place the elderly person in the least restricted environment ap-
propriate to his n —starting from community-based programs,
then to various forms of nonmedical custodial care, various forms
of elderly housing programs, and, only as it is necessary for medi-
cal reasons, placing individuals in nursing homes.

Mr. ReEcuLA. Governor, do you find this system as working well
and also do you find that any of the Federal regulations inhibit
your ability to consolidate these services for the elderly?

"Governor GrRAHAM. The evidence of the low ratio of nursing
homes to population is evidence of the effectiveness of the program
of trying to restrict the use of nursing homes, the most expensive
long-term health care option, to the maximum extent possible. I in-
dicated in my remarks some of the areas in which we believe that
Federal changes in law or regulation would be beneficial to us. It
would be beneficial to us if under the Medicare Program there
were a greater orientation to use less restrictive care settings than
nursing homes because of this domino effect—a person who enters
ux‘lidelr one program has a high probability of ending up as a Medic-
aid client.

Second, it would be helpful if under Medicare and Medicaid
waivers there was greater recognition of the positive benefits which
could be gained by funding noninstitutional, nonhospital, nonnurs-
ing home programs to assist in maintaining a stabilized elderly in-
dividual without waiting until he got into a crisis situation.

The chert illustrates the disparity between the proportion of Flo-
ridians over the age of 65, 17.6 percent of total population—as

ainst the nation’s 11.4 percent over 65—while Florida has a ratio
of 28 nursing home beds per 1,000 of persons over 65—as against
the U.S. average of 54 per 1,000.

Mr. Recura. You think this would result becsuse those who tend
to go to Florida would be economically in a better condition and
also more mobile and would they tend to go back to their home
once they reach a physical condition needing a nursing care, or is
that factor in your judgment.
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Governor GRAHAM. Those are factors. I think it is accurate that
of those Americans who move at the time of retirement, that group
probably represents a higher level of good health than those who
elect to stay in their original community. It is also true that there
is some bilateral movement of the elder y returning to their homes
at time °f crisis. But we are also experiencing a tremendous elon-
gation of the age of our older Floridian. & s

In the 1980 census, those persons in Florida over the age of 75

ew at a rate twice as great as the base population in Florida. The

ase population grew at 43 percent. Those over 75 grew at 86 per-
cent, and as the statistics indicate, since the 1980 census those over

5 are now outpacing those over 75 in terms of their rate of
growth. So, when you put all those factors together, I don’t think
that the Florida elderly poafulation is an inappropriate one from
which to draw some national coaclusions. .

The CHAIRMAN. The gentleraan’s time has expired. Mr. Erdreich.

Mr. ErpreIcH. Thank you, Mr. Chairman. .

Governor, thank you for coming and apgea.ring before us. I was
interested in your comments about your State’s Medicaid waiver
for home services. I had sought to get such a waiver in Alabama.
We got it, but from reading your testimony, it looks like the built
in bias toward institutional care remains in that Medicaid Pro-
gram. ’

I was curious—one of your recommendations on page 6 of your
testimony says that you would recommend rescinding r ations
that link the number of people eligible to participate to the avail-
ability of vacant nursing home beds. Explain how that works right
now. ,

Governor GrRAHAM. Under the current regulations, we are re-
stricted to 8,000 persons participating in this waiver program be-
cause of a formula which says the number that can participate has
to be in relationship to the number of vacant nursing home beds. I
do not know what that formula is. I know we have approximately
5,000 to 6,000 vacant nursing home beds in Florida as of today.

It seems to me that those two considerations, vacant nursing
home beds and number of persons who can appropriately be served
in a less constrained environment, are discrete considerations. The
goal ought to be to attempt to have an effective program that
maintains and stabilizes the older citizen rather than wait until he
is on the verge of having to go into a nursing home before provid-
ing him with some alternative services.

Mr. ErprErcH. Thank you. I appreciate that.

Thank you, Mr. Chairman.

The CHAIRMAN. Mrs. Schneider.

Mrs. ScCHNEIDER. Thank you, Mr. Chairman.

Governor Graham, I wonder if Iv]'ou could address the question—
we have mostly been focusing on health care either instutionalized
in the hospi or in nursing homes. But I would like to focus a
little bit on_home health carc. And I just happened to have met
with a number of constituents yesterday who work at a hospital
who are concerned about the early dismissal of patients who are
often times terminally ill, and yet are sent home. And then the
problem, as they describe it, seems to be that the intervenors, in
this particular case, Blue Cross/Blue Shield, determines that be-
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cause this person is terminally ill and because they do not need to
have one form of either physical therapy or one form of assistance
or another, that they are no longer eligible for insurance coverage.

There seems to be a grassroots effort afoot to have the interve-
nors become more responsible. What has been your experience in
this particular area of the problem?

Governor GRAHAM. Our experience has been that there is a tre-
mendous bias toward institutional care as opposed to less restric-
tive alternatives; second, that that bias is a strong component of
Medicare. Medicare was originally conceived of as a crisis interven-
tion program and has not developed an extended care component.
That goes beyond the remarks that I made today, but it might be
an issue appropriate for this committee to consider. For examples,
what should be the role of a long-term care insurance program as
distinct from a medically indigent program——

Mrs. ScHNEIDER. Right.

Governor GRAHAM. In the area of extended health care—in the
context of a nation with an increasingly greater life expectancy
and a higher and higher percentage of cur people reaching ages 85
ar- beyond—the likelihood of a need for a long-term care insur-
ance program becomes very high.

In the private insurance industry there has been some increasing
flexibility in terms of accepting alternatives to institutional care as
being appropriate and compensable. We are working as an employ-
er. The State of Florida is the largest single employer in our State
to try to incorporate some of those principles in our insurance cov-
erage for our citizens.

Mrs. SCHNEIDER. But one of the alternatives, particularly in the
area of the terminally ill is the hospice care alternative. And I
wonder if you could just briefly incapsulate for us what has been
your experience with the elderly using hospice as an alternative
and the responsiveness or lack og responsiveness on the part of the
private insurers.

Governor GraaMm. Our legislature passed a hospice statute ap-
proximately 5 years ago. It is still a relatively minor option of
choice in terms of all older Floridians. ' A

Mrs. ScHNEIDER. Why is that? Is that just because the supply is
not there or——

Governor GraHAM. I think it is a combination of the newness of
the program and the idea. There is a great psychological barrier to
one’s accepting the fact that death js near and there is a need to be
in a setting which transitions from life tc death. That is not an
easy decision for any human being to make. But I think it is a
humane alternative, and I would anticipate that increasing num-
bers of people will seek it out.

It falls into the general strategy that we should not think of the
elderly as being a homogenized segment of our population. The el-
derly have the same range of diversity of interests, backgrounds,
needs, personal desires as does any other group of Americans. And
therefore to the extent that Government policy is relating to their
need, they should have diversity, options, choice, and within that a
bias toward independence, minimization of institutional ca.e, pre-
vention, and good health.
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Mrs. ScHNEIDER. Terrific idealism. Let’s just hope we can all im-
plement it. Thank you.

Governor GRAHAM. I think those two charts are some evidence
that it is not a dream; that it can be made reality.

Mrs. ScHNEIDER. Thank you very much. Thank you, Mr. Chair-
man.

The CHAIRMAN. Ms. Oakar.

Ms. OAKAR. Thank you, Mr. Chairman.

Governor, 1 was very impressed with your testimony. It is a
pleasure to see you here. And I was very impressed with Mayor
Schaefer’s testimony previous to your speaking, as well.

You mentioned in your previous comments to the Congresswom-
an that you seemed to think that there is a bias toward institution-
al care which, of course, is much more expensive. And you said ear-
lier that we need to maintain and sustain older people, and that’s
what Mayor Schaefer said, too. Once people get out of the hospitals
you can’t just leave them, you know, without any kind of care. .

I am wondering if you are aware of the fact that the administra-
tion has just proposed to change the regulations related to home
health care, which would make it more difficult for providers to get
reimbursed for home health care. It is about—I am trying to be
generous, but it is about the most ignorant idea I have ever heard
of because home health care is good prevention, and it promotes
cost containment, and, psychologically, it is better to serve people
in their own homes. . .

So I am wondering, you certainly serve a sizeable number of the
elderly. What impact would not having a valuable home health
care services have on your constituents? Should we be doing more
in this area in terms of alternatives or less, or is the administra-
tion on the right track in saying that cutting home care really
saves money?

Governor GRAHAM. Madam Congresswoman, when you ask the
question—does it save money—it depends upon what balance sheet
you are looking at. If you are looking at the next quarter, the
answer is, yes, it will save money in the next 90 days. If you are
looking at the next 5 years, it is a tremendously counterproductive
and expensive decision, because of the effect of that is to drive
more people into more expensive forms of health care,

And, then, we must consider the human tragedy that will be oc-
casioned by denying people the opportunity to do what they want
to do—which is continue to live in their home—and instead force
them prematurely into an institutional setting. There was an inter-
esting survey published last week in the New England Journal of
Medicine on the DRG Program, the diagnostic-related groups, indi-
cating that there were great differences in the condition of patients
within a particular category. Under the current system, and with-
out regard to that difference, the same amount of reimbursement
is available to the hospital provider for all persons.

To me, that underscores the importance of having a post-hospital
support system. That is, objectives of the DRG system is to encour-
age hospitals to shorten the period of hospitalization. That would
indicate that people are going to be released when they still are in
need of some medical support. The Home Care Program is the pri-
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mary means of that support for those individuals who look to Medi-
care for their financial payments of health-related expenses.

If we cut that off, we are hitting them twice; once through a
DRG system which truncates their care in hospitals, and then by
restrictions on home health care which. will dilute their posthospi-
talization support system.

Ms. OAKAR. Governor, doesn’t home health care also prevent
people from going into or needing more expensive care. You know,
we used to have a regulation—and in fairness, it was during the
Carter administration—that said that you had to go into the hospi-
tal for 3 days in order to be eligible for home health care. Well,
through legislation we eliminated that because that didn’t make
sense.

I just think that so many people are so afraid to look at alterna-
tives which in the long run, as you very wisely pointed out, would
save so much money and deal with the issue. And I just take such
exception to what the administration is doing with respect to this
renewed assault on home health care. We know that the heavy
duty lobbyist are not in the home health care industry, you know,
because it is not an expensive kind of care.

I want to commend the chairman for his news release on that
issue, because it is right on target. I really want to thank you and
the mayor for being here. Your testimony was eloquent, and I feel
very fortunate to have listened to you today.

The CHAIRMAN. Thank you, Ms. Oakar.

Mrs. Bentley.

Mrs. BENTLEY. Thank you, Mr. Chairman.

Mr. Governor, I was interested in your statement, too, as well as,
of course, from the mayor of whom we are all so very, very proud
in the Baltimore area. I'li get into that later.

As the Governor of the third largest State and as we know you
have not as many problems perhaps, but plenty of them. If you
were able to get one thing done in the improvement of health care
for the senior, let’s say if you had one wish, what would you say is
the most important thing to be done immediately by this Congress?

Governor GRAHAM. The most important objective is to maintain
the health of the older citizen. To accomplish that objective, I
would encourage the Congress to look to means by which it could
redeploy Federal health care resources into programs that had
demonstrated their ability to maintain a level of good health
among our older citizens—programs, such as effective social service
programs, such as the Meals on Wheels Program. Nutrition is a
major health problem for many of our elderly citizens.

Access to regular health checkups and screening so that diseases
can be identified at an early stage and can be dealt with in the
least harmful way to the patient and least expensive way to the
patient and Government—those would be tactics within that goal
of maintenance of health. I am afraid that the current system
started with a bias when it was established in the mid 1960’s which
continues today, and that is crisis intervention. When you get sick
enough to have to go into a hospital, then the calvary with aid
comes across the mountain.
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The goal cught to be to substitute for the calvary appropriate
nursing and social programs that will prevent the necessity of plac-
ing that person in the hospital.

Mrs. BENTLEY. I think that is very worthwhile for us to be think-
ing about, Mr. Chairman. Thank you very much, Mr. Governor.

e CHAIRMAN. Thank you, Mrs. Bentley.

Governor, I think we ran over our schezuled time, but the mem-
bers do have some questions or words of wisdom or welcome. I am
going to permit a con*nuation of the uestioning period. I am
going to ask each member to limit themselves to one good question.

I am going to ask your colleague, the gentleman from your own
State, Mr. Mica, to ask that one important question at this time.

Mr. Mica. All right, I will try to be brief, Lgr Chairman. I wouli
like to commend the Governor, again, for his insight and just point
out to my colleagues what we have here today. Baltimore, they are
having a problem with 18 percent over 65 in one city. Our city is 17
ggrcent over the age of 65. My district is 84 percent over the age of

In hearings like this in Florida, we had an individual sit before
the microphone and say, “We in Florida have ioni since lost the
fear of dying. We are afraid of living and getting sick and not being
able to pay the bill.” That is the new fear in seniors in this Nation.

Now, your study, Mr. Chairman, says that 60 percent of the nurs-
ing homes are getting increased patient load because the DRG’s are
squeezing them out very quickly. And with that, the State of Flori-
da—and this will be the question, Governor—the State of Florida is
picking up a greater burden because of over 40 percent more are
being denied. The trend is obvious. The cuts are coming at the hos-
pital level and the home health care level. How much longer can
the State of Florida go to pick up the tab? Are we or can we pick
up the full tab if we are required to do, and should States be re-
quired to do that?

Governor GrRaHAM. Well, I would like to answer the last question
first, because I think a human society, any society which deserves
to be called civilized, is going to provide e;‘ppropriate care to those
of its citizens in need. I %:Iieve that care for the elderly should be
primarily a national responsibility, anc I say that in the context of
a governor who has supported increased State financial responsibil-
ity for programs such as education, law enforcement, and transpor-
tation.

Why do I say programs for the elderly should be a national re-
sponsibility? Because it is important to have a system that will
allow people during their active years to be a major participant in
supporting their deferred costs in their retirement years. We are a
highly mobile population—approximately 20 to 30 percent of per-
sons move to some other community at the time of retirement. If
you do not have a national system, you cannot accomplish that ob-
Jective of using the working years as a means of financing retire-
ment years.

So my answer would be that health care for the elderly should be
a Federal responsibility and that the Federal Government should
resist programs which, under the guise of next quarter reduction of
costs, end up adding to the total burden of all Americans.

The CHAIRMAN. Thank you, Governor.
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The Chair recognizes Mr. McCain.

Mr. McCain. Thank you, Mr. Chairman.

I would like to pose a two-part question to you, Governor. I also
come from a State which has a highly mobile population, and our
numbers of elderly citizens dramatically change from one season to
the other. How do your facilities accommodate the change in popu-
lation from one season to the other? :

Second of all, we are here today to take testimony from other
witnesses concerning the DRG’s, and as you have stated there are
many people who are still ill and are being forced to leave hospi-
tals. This, I am sure, has placed an additional burden on you.

The other part of this equation is that DRG’s were enacted by
Congress in order to help reduce the severe drain on our Medicare .
Trust Fund. We now have predictions that the Medicare Trust
Fund has gone from a situation of imminent bankruptcy to solven-
cy for a longer period of time. It seems to me that we. are faced
with a severe dilemma. If we do away with the DRG’s completely,
then we are back to where we were before, facing insolvency of the
Medicare Trust Fund. At the same time we have inherited some
very serious evils with this system.

So the second part of my question is do you have any proposals
as to how we could take the DRG system and reform it so we are
not subjecting our elderly to a situation where they are discharged
early from a hospital? :

Governor GRAHAM. Mr. Congressman. First, the statistic of 17.6
percent is the permanent population of Florida. During the winter-
time particularly, the proportion of persons over the age of 65
would be higher than that, for there are thousands of individuals
who spend a portion of the year in our State, but are not perma-
nent residents. Yes, within such things as our Certificate of Need
Program, we take into account the need to have a flexibile capacity
to respond to those periods of the year when the demand will be
higher than the base population would indicate is called for.

As to reforms in the DRG, first I support the basic philosophy of
the DRG which is a prepayment philosophy. I do not think that we
can continue a health care system that says: enter my door; I will
then determine what services you need and kow long you will re-
ceive then. When you leave the door I will send you a bill for the
cost of those services that I rendered to you.

We have seen what that has done—the result was a health care
system that was running ahead of the pace of inflation in the order
of two or three or four times. So the basic principal of the DRG, I
think, is a sound one. I would suggest two areas for congressional
attention to reform. One we have already talked about, and that is
the need to have effective posthospitalization care, recognizing that
there are going to be people who will be dismissed from a hospital
earlier than they would have been but for the DRG, and who are
going to need a continuum of care in their home to bridge that
period back to full health. _ .

I believe, therefore, that the suggestions of reducing funding for
home health care run counter to that objective.

Second, as we get more information about the DRG, probably it
will become more sophisticated. For example, within the specific
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400 or more cells of cost, there will be gradations provided based on
a person’s age and physical condition.
Obviously, a person who goes into the hospital at 75 for a hernia

operation is a different medical case than a person who goes in for

A the same operation at 35. And a cost reimbursement system that 3
does not recognize those differences is fundamentally flawed, but is J
redeemable by refinements that would build into a prepaid health
care system the necessary nuances that would reflect ca oriza-

- tion of age, level of health or absence of health at the time of ent

: into the hospital, and other considerations that would be appropri-

ate. ~

Mr. McCaiN. Thank you ve much, Mr. Chairman.

The CHAIRMAN. Thank you. Mr. Hughes.

Mr. HugHEs. Thank you, Mr. Chairman.

I just wanted to welcome Governor Graham to the hearin, today
and congratulate him on his testimony, particularly on Florida's
Community Care Program. It sounds like a tremendous success. I
have no questions.

Governor GrRaHAM. I hope you will come to Tlorida, so we can
have an opportunity to show it to you personally.

Mr. HuGHES. I look forward to doing that.

The The Chair recognizes the gentlewoman /rom
Kansas, Ms. Meyers.

Mrs. MEYERS. Thank you, Mr. Chairman. I do appreciate the tes-
timony of Governor Graham and Mayor Schaefer. I have been very
supportive. I was in my State legislature before I came here, and 1
have been very supmrtive of home and communii;y-based care. And
I am very pleased that we are having this kind of testimony today.

And in spite of the somewhat partisan comments by some mem-
bers of this committee, I really don’t think this is a partisan issue.
I think all of us are very concerned about home and community-
based care for the elderly. \

I would like to ask a couple of questions. One, as I recall, when I
was working at the State level, the participants in home gnd com-
munity-based care had to be on the verge of going into a nursing
home in order to be eligible to rarticipate, and there had to be
some significant savin%-;. I believe it was at least 5 percent. In
other words, it had to be cost effective. It had to be lesser in cost
than nursing home care.

Now is that still essentially the formula? Is that the formula
that you are working with?

Governor GRAHAM. Our State community care program requires
an individual to be Medicaid eligible; that is, he would be eligible
for Medicaid if he were to go into a nursing home. We do not re-
quire that he be one steﬁ away from a nursing home in order to
begin to participate in the program. If a person can indicate his
likelih of avoidance or deferral of the time when he would re-
quire nursing home care would be enhanced through the types of
services that I illustrated in these few examples, he would be eligi-

ble to do so.
We currently are serving approximately 30,000 plus senior Flo-
ridians with this program—which we estimate is a little better

than one-third of the total need within our State. And our goal, as
I indicated, over the next 10 years is to move to fill 100 percent of
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the need for services to those who are eligible financially and can
benefit, based on their circumstances..

Mrs. MEYERS. Now, when you have an individual who is in their
own home maybe receiving services from several different kinds of
private providers, what kind of monitoring does your State social
agency do to make sure that those services truly are being provided
and that elderly person who might be very vulnerable and isolated
is truly getting the kind of care that they need?

Governor GRAHAM. Within our State department of health and
rehabilitative services, a program office of Aging and Adult Serv-
icez. Case managers under that program office are responsible for
each of the recipients of Community Care for the Elderly Program.

I have a program in which I take a different job once a month.
And one of my jobs was to work as a case manager in that pro-
gram. And I got a little firsthand experience with the degree of
close contact and care of the elderly person. I was able to see that
the services that they are supposed to receive are being provided,
that they are quality services, and that work with the providers en-
courages them to meet the needs of the elderly. Most of the provid-
ers are nonprofit. Many of them are religiously associated organiza-
tions. There are also some proprietary groups, particularly in the
area of home nursing care. .

Mrs. MEYERS. Thank you very much, Governor.

The CHAIRMAN. Mr. Lightfoot.

Mr. Ligatroor. Thank you, Mr. Chairman. Governor, I appreci-
ate your tolerance today. As somebody once said, the mind will
ab}fgirb only what is able to endure, and you have been here quite a
while.

I'll make this as brief as possible. I represent a district that has
over 20 percent of its people over the age of 65. You mentioned the
DRG’s a moment ago. We have found them to be rather devastat-
ing to our State’s small rural hospitals. With that type of a popula-
tion, a certain percentage of them bring their medical problems to
you in Florida in the winter and bring them back to us in the
spring.

But from your viewpoint, with the DRG’s, have you spotted any
particular problems that you have had with them? And if so, how
have you handled those problems? Maybe that will give us some in-
sight into how we can help on our side. ‘

Governor GRAHAM. Mr. Congressman, I want to be candid. I do
not sit here as an expert on the DRG process. I am concerned with
the lack of nuance that the system has; that is, it’s the inability to
take into account factors that are reasonably related to the cost of
health care services such as the age of the individual and his physi-
cal condition at the time of the entry into the hospital.

1 believe those are refinements which are well within the capac-
ity of the Congress and the administering agency to incorporate
into the system. As I indicated in response to an earlier question, I
believe the basic philosophy of paying for health care services on a
contractual basis in advance rather than on a fee for services after
delivery is a sound one. And it is one that is being used in many
other areas. The whole growth of the health maintenance organiza-
tions are built on the same prepaid health care principle.
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So rather than consider discarding the program, I would suggest
that it ought to be looked at with a scalpel for refinement.

Mr. LigHTFooT. May I follow up very quickly?

Basically I guess the point I was trying to get to is, we are find-
ing that the DRG’s are being detrimental to a lot of our small hos-
pitals. Now, are you experiencing that same kind of thing? Is it im-
pacting them in a negative kind of way? If so, are you as a State
trying to do something about it? :

Governor GRAHAM. I would say if I had to select a category of
hospitals that seemed to have been most adversely affected, it is
not the smaller hospitals, but, instead, the most sophisticated hos-
pitals—particularly those that are associated with a medical
school—where, typically, the most serious cases are admitted. -

You have a combination of health care plus medical education,
and in some cases even research, which are difficult to unbundle
from an economic standpoint. And therefore they probably are the
most adversely affected financially from the DRG system.

Mr. LicHTFOOT. Thank you, Governor, Mr. Chairman.

The CHAIRMAN. Thank you. ' ‘

Mr. Boehlert. :

Mr. BoeHLERT. Thank you, Mr. Chairman.

I guess I would like to start with a protest of sorts. When we
have witnesses of the caliber of Governor Graham and Mayor
Schaefer with their experience and insight, I would hope that we
would have more time to have the benefit of your counsel.

What I would like to do instead of asking one good question is
ask onteegood question with 22 parts, but I know that wouldn’t be
permitted. But I am intrigued, Governor, by your Florida Home
Care for the Elderly Program which is fully funded at the State
level, and it is for the frail elderly and the average subsidy is about
$122 a month and you figure it saves you something in the magni-
tude of $10,000 per care in Medicaid costs. e

And I assume that the State picks up 50 percent of Medicaid
costs.

Governor GRAHAM. It is less than 50 percent at the present time.

Mr. BoeHLERT. But that is very cost-effective program, so to ask
the broad question, tell us a little bit more about the specific pro-
gram, because it seems, one, to meet the needs of the people we are -
so concerned about, and, two, it seems to be most cost-effective,
and, three, it seems to be innovative.

Governor GRAHAM. This is a program which subsidizes a family
with a medically eligible elderly relative to keep that indiviudal in
their home. Typically if a family includes a Medicaid eligible older
person, that the family is probably economically distressed out of
economic necessity. Many of those families might be inclined to
place their frail elderly grandmother or grandfather in a nursing
home, and therefore, see that the elderly person is served in an in-
stitutional setting and be relieved of the economic cost to them.

That is what the current system almost forces many families to
do. What this program does is provide an alternative. And it says
we will pay you $122 a month if you will keep your grandmother or
grandfather at home and do what that older person and the family
really wants to do, which is to keep the family together.
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Mr. BoeHLERT. You said that is an average, right? So I assume
there is higher payments and lower payments.
Governor GRAHAM. Yes. And it saves the Federal Government,
which pays better than 50 percent, and the State government,
which pays the balance of the cost, from placing that person in a .
nursing home at $1,000 a month.
Mr. BoeHLERT. Governor, may I for the record, Mr. Chairman;

- agk that you have your staff provide some more information on the |
specifics of that program for the committee because I think it is -
quite interesting.

Governor. GRAHAM. We shall do so.

The CHAIRMAN. Without objection, it will be ordered.

[The following material was subsequently received from Gover-
nor Graham:] :

Homz Cm FOR THE ELDERLY

The Florida Home Care for the Elderly program is administered by the Agl:g and
Adult Services Program Office, Dejartment of Health and Rehabilitative Services.

The 1977 Legislature enacted the Committee Substitute for Senate Bill 178 as 77-
336, Laws of Florida, in recognition of those families and friends who continued the
tradition of caring for their frail and impaired elderly members of the family in
their own homes without regard to the financial cost burden or the physical and
emotional demands placed on the families’ time and energies. This law wus codified
as Sections 410.031-410.034, Florida Statutes, and promulgated as Chapter 10A-9,
Florida Administrative Code.

With recent trends to focus on home and community-based service programs and
to encourage the maximum utilization of informal service support networks in lieu
of the higher costing formal care models, the Home Care for the Elderly program
stands as a viable model for a cost-effective alternative, and is designed as an alter-
native to nursing home and institutional care utilizing the family and friends of the
frail and impaired elderly as the informal service support network. The legislative
intent of the program is to encourage the provision of care for the elderly (those age
65 or over) in a full-time, family-type living arrangement in a private home by a
;sazrson or group of persons, whether relative or non-relative, on a nonprofit basis.

rvices include three basic subsidy elements: (a) Basic support and maintenance
payment to cover the cost of housing, food, clothing and incidentals; (b) Payments
for medical, pharmaceutical, and dental services not covered by insurance; and (c)
Special supplements to provide for any service and specialized care required to
maintain the health and well-being of the elderly person.

Eligibility for those 65 and over who are at risk of institutionalization is deter-
mined by Health and Rehabilitative Services service units. Financial eligibility cri-
teria are the same criteria used to determine eligibility for assistance under Title
XVI of the Social Security Act as existed on July 1, 1977, or as used to determine
eligibility for nursing home care under Section 409.266, Florida Statutes. :

The service unit care managers also provide direct services to the recipient and .
the service provider. This coordination between the-informal service support net-
work and the case manager, together with the payments made for basic subsidy,
medical sapport, and special supplements, combines to provide a model of care and
services comparable to the care and services provided by the nursing home and in-
stitutional care models. *

The CHAIRMAN. Governor, it is my understanding that Mayor
Schaefer has to get away in about 5 minutes. But he is not going to
get away until we ask him at least one question. I would like to
have him come forward and sit next to you, because I think this
question may need your assistance. :

Mayor Schaefer, you told the committee——

Mayor ScHAEFER. Mr. Chairman, hefore you ask the question,
may I just say one word?

The CHAIRMAN. Yes, sir. Will you proceed?
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Mayor ScHAEFER. I am very impressed with the Governor, and I
have learned a tremendous amount. Some of his ideas are innova-
tive. I am very glad that I came. I appreciate the questions. A Gov-
ernor who leaves the office and goes into a nursing home and
works is my kind of man. And I just want to commend him, if I am
not violating protocol by doing that. ‘

The CHAIRMAN. Well, Mayor Schaefer, ({ou are a mayor from an-
other State, from the State of Maryland. And to hear that com-
ment made by you, I think it is a real tribute to the Governor from
the State of Florida. v

Now, Senator Pepper told me that both he and Mrs. Graham
were true friends of the elderly, and you have now confirmed that.
But the one question, mayor, you said that 40 percent of Mary-
land’s poor live in Baltimore. You also pointed out very effectively
that hospitals are pressured to reduce cost and that thffr discharge
early and that in many instances these people are still ill.

You went on to say that they are denied nursing homes and
health care services under Medicare, which is not only in Mary-
land, but all over the country. And then I think you made the
point that in most instances these people are not poor enough for
Medicaid. ’

I asked the Governor a question with regard to those that come
under Medicaid. He said, ‘“well, then the State takes care of them”.
There are various States that find a person to be eligible for Medic-
aid only if they have absolutely nothing, not even their own home.
The State of California just recently changed that. They said, “yes,
you elderly people can have your own home”. But other States do
not have that. :

In view of the fact that these conditions now exist, and that we
find a grogram that is reducing care for the elderly, what is the
answer? Is the answer to this, perhaps, a good national health
plan? What is your opinion, Mr. Schaefer? I want to ask you that,
and then maybe the Governor can comment later.

Mayor ScHAEFER. You have so many statements in there in the
question. Many of the elderly in Florida are not poor. They go
down to Florida because in some respects they can take care of
themselves. In Baltimore, when I said 40 percent of the State’s
poor live in the city of Baltimore, they come there for a specific
purpose or they stay there for a speciﬁ!(’: urpose because someone
in the city will be worried about them and try to take care of them
and come up with a program. And we have utilized most of the
Federal programs to do what you say.

What is che answer? Well, first of all, we are in this transition
stage, and I am part of it, to get everyone out of the hospital as fast
as possible so that we can reduce health costs. I had never really
thought out what the consequences would be until Dr. Guarnieri
said to me, “That’s very nice, Mayor, what is your long range plan,
what is your thinking as these people come out?’ And given the
cases that she cited for me, I have got to start considering a long-
range plan. I have got to develop a program like that the Governor
has in Florida for the city of Baltimore. '

Now, a national program is the answer. I think that is absolutely
right, because there is an intervening measure of government be-
tween the Federal Government, and there is the State and there is
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us. The State keeps telling me that they can’t do more, they can’t
do more. They expect us to do more for ourselves. That is tﬁe city
role they see.

Well, the city has most of the poor and an already high tax rate,
there is going to be a point where we can’t do more for ourselves.

The CHAIRMAN. And neither can the poor because they are too
poor.

Mayor ScHAEFER. There is one statistic that I use. One-third of
our people pay taxes, a lot of taxes; one-third pay some taxes and
one-third pay no taxes.

What I am saying is, some people in the city pay a whole lot. I
don’t pay enough of my real estate taxes to cover the cost of police
and fire protection that I receive. And there is another group that
lives in the city of Baltimore, this poor that we are talking about
that pay nothing; they can’t pay.

Do you know what worries me? As I get older, I am worried that
I won’t have enough to stay independent of medical costs. One big
serious illness and I am wiped out. And I don’t want to be wiped
out. I don’t want to live continually under the fear that someday
nobody’s going to be worried about me, and I am not going to have
anybody caring aboui me. Now, you say, well, that’s your problem
and not mine. _

I'm not sure it is my problem alone. I think we have got a duty.
If I get older, and my life expectancy is continued I don’t want to
feel that I am obligated and have to {eg somebody. I'd like to have
that program that It:f)oke of before. I can go to the hospital, I can
get out of the hospital and somebody will take care of me at home.
Now, that is much, inzuch cheaper. We can do this.

Congresswoman, you ought to ask one question. What would I do
if I had one wish? My one wish, I would get all these people togeth-
er, all these providers and all these people, and I would sit them
down and I would say, OK, now here is the problem. You are kick-
ing them out of the hospital early, what are you going to do? What
are you going to do?

There is an answer to this. There is an answer, and the answer is
in this program that will set up a home care program. People
aren’t going to cheat. There are two concerns: are people getting
the proper care and are the gettiinlf too much care.

The CHAIRMAN. Ms. Bentley, would you like to respond?

Mrs. BEnTLEY. Well, I didn’t talk about the money. I was just
asking about the one wish that the Governor had. And I think
what the mayor has suggested here is probably an excellent ap-
proach, Mr. Chairman; namely, that we do get all of them and sit
around and do a brainstorming session. .

And I do want to comment, Mr. Chairman. I didn’t have the op-
portunity at the opening to introduce Mayor Schaefer, even though
he is not directly from mﬁ'lgistrict, he is 8o close that I can reach
out every day and touch him. And Baltimore County, which is my
district, and Baltimore City are so interrelaied and interdependent
that whatever happens in Baltimore City dramatically affects Bal-
timore County and vice versa.

Like myself, I sit on a board of a hospital and a nursing home in
Baltimore Cils' as a matter of fact. And therefore, I want to point
for the record, Mr. Chairman, that we are all very pl and
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proud by the accomplishments of Mayor Donald Schaefer of Balti-
more City. He has brought new life, new jobs, and new hope to the
entire Greater Baltimore Area, and everyone there is so pleased
with what he has done. He is almost like the Pied Piper. I think he
could play a flute and everybody would follow.

He is looked upon truly as a fairy godfather of the area. And
when he says that he is concerned, he means it. And when he sa
in our country that we should h&l&) the elderly, he means it, and I
agree with him. The mayor noted that 20 percent of Maryland’s
population of the elderly, 65 and older, is in Baltimore City, and I

might note that in Baltimore County, 22 percent of the population

is 60 and over.

As a matter of fact, my husband and I contribute to that figure.
So we do have a vast concentration of the elderly in that metropoli-
tan area. And I am equally concerned with him. Maryland happens
to be one of the four States, Mr. Chairman, that has been granted
waivers by the Department of Health and Human Services in rela-
tion to the handling of Medicare payments because Maryland was
in the forefront of cost containment of hospital expenses. :

However, this does not exempt Maryland from applyin%the lim-
ited hospital stays. We don’t fall right directly under the DRG Pro-
gram, but we have to follow the general criteria. Of the whole area,
as a result, we have many empty hospital beds, and the mayor is
familiar with that problem. We have had many layoffs of employ-
ees at the hospitals as a result. :

Mr. Mayor, do you think it might be feasible that the hospitals

could set aside a certain portion of those empty beds for intermedi-

ate care? In other words, this concern about those who are sent
home because their 5 days are up or their 7 dags are up, maybe
have intermediate care in these portions of the hospitals that are
closed off today where they can stay—the patients can stay another
3 or 4 days, particularly the elderly, and the cost would maybe be
in the $50 to $75 area rather than the $150 to $300 arena, which
would reduce the cost but would give thzse people the extra little
care until they're able to really move arcund on their feet.

Do you think that is a possiblity we might play with?

Mayor SCHAEFER. It is a possibility, but I would not recommend
it right now. The reason I wouldn’t is because I don’t think we are
in a position to do it. I think we are pushing people. And I think if
you utilize those beds that way immediately, they are going to get
right back again to the hospital care. I would rather wait a little
bit longer and see what happens—well, we have a report coming on
reduction of beds.

As the reduction of beds comes in and we see what we have to
reduce, then go into a different type of thinking. My own people
that Dr. Guarinieri and I are going to spend our time thinking
about is home care, out of the hospital, into the home setting, be-
cause as you get older, and I remember from some personal experi-
ences, the olger people do not want to go into institutions. They
don’t want to go into nursing homes. Where they want to go is into
their own house.

Mrs. BENTLEY. That’s right.

Mayor ScHAEFER. And 1t is tough on a family when they have a
parent who is elderly who they can’t care for anymore. It is a
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wrenching existence for the person who must make the decision,
but it is also difficult on the other side. And this program the Gov-
ernor has I just think is great. I think that is a wonderful program.
Aglod I think that is something we are going to very seriously think
about.

_’I;hde CHAIRMAN. All right, the time of the gentlewoman has ex-
pired.

Mr. Gekas.

Mr. Gekas. Thank you, Mr. Chairman.

I wish the lady from Ohio to remain because she had seemed to
take a swipe at the administration when she at least implied that
the administration dismisses home care as a utilitarian way to pro-
vide health care. I hope that the witnesses here understand that
we cannot in trying to arrive at solutions here, attribute ill motives
to the administration or to anybody involved in this process, rather
it seems to me that the administration was trying to foster the
kinds of programs and to promote the kinds of programs and to en-
courage the kinds of programs which the Governor has enunciated
in trying to deal with health care as an alternative.

I do hope that the two witnesses share in my feeling that the ad-
ministration faced with deficits, faced with maintaining an econo-
my which makes all these programs possible in the first place, and
to maintain it is just as important, is not interested in eliminated
home care, but rather to put it in a different context given the defi-
cit problem.

Mayor ScHAEFER. Mr. Congressman, let me answer that by
saﬂng anything the Federal Government does for me, I appreciate.
r. GEKAS. Does to you.

Mayor ScHAEFER. If you give us a program, we try to work it t.
get the best benefit for the tax dollar. Ifgzhe program is gone, it is
%?)ne. I am a realist. We work with what we have. I heard what the

ngresswoman said. I hear what you are saying. I think the Gov-
ernor and I are not concerned over Republicans or Democrats. I
think we are worried over one thing, elderly people.

Mr. Geras. Of course.

Mayor ScCHAEFER. And I think he has evidenced this, in my opin-
ion, and you have got to make some priorities. Now I think we
have a duty to the elderly. I believe this. I believe—you see, the
Governor touched on something that ve are not going to get into
today. That is prevention, nutrition. The cutback on the Nutrition
Program, I don’t think you would deliberately do that. I don’t
think you want to hurt people.

Maybe we haven’t been able to convince you of the importance of
the Nutrition Program, Meals on Wheels, and what it does for
people. It is the only contact that some people have with the out-
side world.

Housing for the elderly, I have had people stand beside me and
say, “This is the closest I'll be to heaven until I get there,” because
you provided the money for the homes for the elderly secure, and
the same way we are in health care right now. And I don’t want to
go into sermons, but health care is a big problem.

Governor GRAHAM. I agree with the mayor. This is not a partisan
issue. Everyone has a commitment to see that we meet our nation-
al responsibilities to those citizens who built this country, defended
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it, gave it to us to continue. I would urge, however, that in looking
at the economic side, that we not fall into the trap of asking what
is in the best interest for the end of this fiscal year and, instead,
take a longer view. ”

Clearly, if all of the programs other than hospital care were
eliminated it would be fiscally advantageous to the Federal Gov-
ernment from now until the end of September. It would be disas-
trous for the Federal Government for the 12, 24, 36 months there-
after. So we all share the concern about the financial condition of
America. The question is: Do you take a short view or a strategic
longer view of what is in the interest of both the citizens being
served and the general taxpayers who are going to have to pay for
those services? o '

My belief is the long view—for both the elderly American and all
Americans—is an investment in less confining, less institutional,
more prevention-oriented, community-based programs.

Mr. Gekas. It is possible that this administration has the long
view that that should be—these programs should be mutually
shared. The long view for reducing costs is for steady replacement
and cooperation between the local governments, State govern-
ments, and Federal Government.

1 have no further questions.

The CuammMAN. Governor, I would like thank you—Governor
Graham and Mayor Schaefer, for very excellent testimonies. We
said about 15 minutes ago that you only had 5 minutes left, but we
kept you. longer than that. Your testimony has been most excellent,
and you have helped the committee a great deal.

Thank you very much. :

The committee will now hear from a panel of expert witnesses
composed of Mrs. Catherine Ladner, Mr. Gordon Walker, Ms.
Elaine Brody, Mr. Stephen Yovanovich, Mrs. Karen Struve and Dr.
Suzanne Knoebel.

I am going to ask these witnesses if it is possible for them to
summarize their testimony, include their written text in the
record, it will appear in the record at this point.

I am going to ask Mrs. Catherine Ladner to start off the discus-
gion.
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A PANEL OF WITNESSES, CONSISTING OF CATHERINE LADNER,
ON BEHALF OF HER MOTHER, RUBY MOBLEY, LUMBERTON,
MS; GORDON WALKER, EXECUTIVE DIRECTOR, JEFFERSON
AREA BOARD FOR AGING, CHARLOTTESVILLE, VA; ELAINE
BRODY, ASSOCIATE DIRECTOR FOR RESEARCH, PHILADEL-
PHIA GERIATRIC CENTER; STEPHEN YOVANOVICH, PRESIDENT
AND CHIEF EXECUTIVE OFFICER, VISITING NURSES ASSOCIA-
TION OF BUTLER COUNTY, INC., BUTLER, PA, ON BEHALF. OF
THE NATIONAL ASSOCIATION FOR HOME CARE AND THE

- AMERICAN FEDERATION OF HOME HEALTH AGENCIES; KAREN
STRUVE, PRESIDENT, WALKER METHODIST RESIDENCE AND
HEALTH CARE SERVICES, INC., MINNEAPOLIS, MN, ON BEHALF
OF THE AMERICAN ASSOCIATION OF HOMES FOR THE AGING,
AND AMERICAN HEALTH CARE ASSOCIATION; AND SUZANNE
KNOEBEL, M.D., PROFESSOR OF MEDICINE, UNIVERSITY OF IN-
DIANA

STATEMENT OF CATHERINE LADNER

Mrs. LADNER. My name is Catherine Ladner. I am the daughter
of Mrs. Ruby Mobley. My mother is home, but—

The CHAIRMAN. Will you please speak into the microphone, we
cannot hear you. :

Mrs. Lanper. My mother is homebound with serious illnesses at
this time, and she has therefore asked me to appear before this
committee for her and read to you her testimony. My mother’s :es-
timony is as follows:

My name is Ruby Mobley, and I live in Lumberton, a rural Mmmssgfu town. I am
86 years old, have been widowed since 1941, and have raised three children alone. I
draw $297 monthly social security and live in government-subsidized housing.

I have had serious medical problems since 1979, and first received home health
services that year. My medical condition has deteriorated since June 1983. In June
1983 I was discharged from the hospital following only a few days stay for a life-
threatening illness. I have recently been hospitalized three different timee and twice
sent home still very ill. After being seen by the home health nurse, I was readmit-
ted to the hospital by my physician. . .

Each time 1 was told that they could readmit me under a different diagnosis than
I was previously hospitalized under. I don’t understand why I have to be sent home
from the hospital before I am able to be managed at home by the home health
agency. It is my understanding that hospitals are getting their Medicare mone
from patients stays in the hospital differently than they did a few years ago. What
don’t understand is why we elderly have to suffer for how the hospitals get paid.

In April of 1984, I was notified that my home health visits would no longer be
ooveref by Medicare. The notice stated that the visits were not “reasonable and nec-
essary.” 1 was very , upset, and frightened about my home health visits bein,
cut off. I could not ungerstand why the home health agency stopped my visits, and
was afraid of what would happen to my health without the nursing visits. I did not
understand at that time that an insurance company working for the government
had cut off the visits. I blamed the home health agency then, but I now know the
visits were terminated by the insurance company which was working for the gov-
ernment.

The home health visits stopped in April of 1984, as soon as I got the notice of
termination. I requested a reconsideration of my case, and when that was denied, I
asked for a hearing. However, I was not receiving any home health visits from April
1984 through August 1984 while waiting for hearix{f. I have Medicaid, but all it will
cover in Mississippi is a few of my medicines and my hospital deductible and co-
insurance.

Since I was on Medicare, home health was not covered by Medicaid. While I was
waiting for the hearinf1 my medical and physical condition deterioriated rapidly. In
August of 1984, I was hospitalized with a C.V.A,, also known as a stroke. en the

home health nurses were seeing me, they were constantly checking for signs and
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symptoms of problems like this, and if the symptoms showed I was in danger of my
circulation problems causing a stroke, they would take appropriate action to pre-
vent the stroke. However, since I was not receiving the home health visits in August
of 1984, the nurses were not there to prevent my stroke. I am convinced that my
stroke would not have occurred or would have been much less likely, if the home
heaith services had nct been terminated. This is especially frustrating because the
stroke occurred while I was waiting for a hearing on my case.

In March or April or 1985, while I was waiting for my hearing, I received a letter
and form which said it was part of a survey being conducted by the Health Care
Financing Administration. A copy of this form is attached to my written testimony
and marked Exhibit A. I did not understand what this form was for or what it
would be used for. I have since learned that patients who marked this form in the
wrong way had their request for hearing dismissed. Fortunately, my daughter
helped me fill out the form in such a way that my case was not dismlssed" .

After we sent the form back, I received a note asking my daughter to call about
my case. A copg of this note is attached to my written testimony and marked Exhib-
it B. My daughter did not call in response to this note because she learned that
when other patients made the same call, the person tried to talk them into with-
drawing their request for hearing. My daughter, therefore, did not call the number
because we did not want our hesring to be dismissed.

It seems very strange to me that the government would give me the right to Med-
icare medical care and if denied a hearing, the same government would take this
right away. In May of 1985 a hearing was finally had on my case, over a year after
my home health benefits were terminated. The hearing on my case was held with
my daughter present as my representative. The evidence in my case was so convinc-
ing that the judge stopped the case in the middle of our presentation and ruled for
me. A copy of the decision on the Administrative Law Judge is attached t¢ my wit-
ten testimony and marked Exhibit C. The judge held that my Medicare benefits
should not have been terminated. While I am glad that we won my case, I believe
my stroke could have been prevented had it not been for the original denial of care.
1}15 a resl:ﬂt of that denial of care, my health cannot be reversed to how it was before
the stroke. )

I am back on home health services now. The value of these home health services
to my life and health was demonstrated this pasi May when the home health nurse
found a serious kidney problem that I did not realize I had. Because of the quick
action of the home health nurse, I received prompt treatment and what could have
bﬁen :; very serious and life-threatening illness was cured before it became life-
threatering.

In conclusion, I would like to point out that, Number 1, because of my advanced
age and serious medical problems, I badly needed the medical services provided by
the home health agency. Number 2, I have needed more time in the hospital due to
my many medical problems, but am sent home each time as sick as when I went
into the hospital. )

I wanted to blame my doctor for not letting me stay in the hospital long enough.
He told me he had no control over my length of time in the hospital. I then wanted
to blame our small rural hoepital and even tried a lnier hospital on the Mississippi
Gulf Coast, all to no avail. Had it not been for the home health agency taking a
chance and caring for me prior to the hearing, I don’t know what I would have
done.

I believe the Medicare and Medicaid benefits are invaluable to older persons such
as myself who have serious and life-threatening illnesses. The home health medical
services which are covered by Medicare are especiall{almportant to us because in
many cases we can manage illnesses at home if we have periodic skilled nursing
visits to assist us.

However, the Medicare benefits do not help very much when they can suddenly
and arbitrarily be taken away by the insurance company that administers the pro-
gram for the government. For an elderly person with serious illnesses, such as
myself, a lot can go wrong in the year or more that it takes to get a hearing on the
denial. The stroke I had while waiting for my hearing js a prime example of this
problem. It is also my understanding that like me, many other sick and elderl
people have had serious complications and problems arise after their home healt
services were terminated, and some have even died shortly after the home health
visits were cut off. L. .

The value of these Medicare benefits is also diminished if we are discouraged
from exercising our right to a hearing. I do not understand why the government
gives us the right to a hearing and then tries to discourage us from using that right.
And who knows, the very skilled nursing visits I am not receiving may be denied
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two, three or even four months from now. My children help a lot, but they are not
doctors or nurses. But 1 wish they were. I would not be fighting the system I am
fighting today to receive the care necessary to sustain my life. I would like to
remain in my own home.

1 would like to thank each member of the committee for taking the time to listen
to my story. :

The CHAIRMAN. Thank you.
[The exhibits submitted by Mrs. Mobly follow:]
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Lumberton, M5 39455

’ Dear M.g Mobley:

As part of a study being conducted by the iealth Care-

Financing Administration in Atlanta, GA, we have been asked
to contact you for information about the attachad copy of
the request for hezring/reconsideration. .

Please answer tiae following questions and then sign your

name in the space pzovided Enclosed is a postage-pald
envelope to be used in returning the questxona;:e tov our
office.

1€ you have nny questions about the questxonai:e, “call our
office and ask for Mr. Hooker or Mr. Connell. Your prompt
reply will -be appreciated.

Sincerely,

[y

attached request for a . hearing

/zeconsideratxon?

1/ _YES NO

2. If you dfd sign the form, did you understand what you
were sxgning? .

e YES : 4 o .

3. Did someone from Home Health Agency Multi County ask you
to sign the form?
’/

YES v No

4. 1f you sxgned the form, do you still want a hearing
/reconsideration on the Medicare denfal?

L/ YES _ NO
SIGH m:rt:-f/:g//?,/‘fﬁ1 /167/,,,7. /‘.L oaTk: 4 flo (35
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. NN EY]
Sesartd Secaniy e FRFEX

D Conne

the Social Security Office .
KX} Phone 205-832-7503

MRS. LADNER: IT IS MOST IMPORTANT THAT I TALK WITH

—_— """  YOU REGARDING THE HEARING TH
BEEH-SCHEDILED FOR_YOUR MOTHER, «
xuax.uomz__m.mm
APOVE_PHONE NUMBER AS SOON AS POSSIALE.

C PLEASE)

THANK YOU
Houn 7:00- 3 3 >
m;&moml Holidays

7\I<‘nsl: for MRS, COTTEN in Judge Rkers nffice

The hearing scheduled for Ruby Mobley
5/22/85 at 1:45 P.M. in Hattiesburg,MS.

This ccneerns’

“S N 425-24-3973A

If you ate going to visit the office, pleue bring this card and the
following iterns with you:

ronm SSA-2708 101 Previous Revisigns May Be Used

t

Exhibit »p*
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DEFANTHMENT OF
HEALTH. EDUCATION, AND WELFARE
SOCIAL SECURITY ADMINISTRATION ’ oF Paié
N sata n e
ADDRESS: U.S. Depariment of K EW.
HEW 307

QHA
P. O. BOX 4360
Montgomery, AL. 36101

OrTICTIAL BUSINESS
PENALTY FOR FRIVATE useg, 3308

Mrs. Catherine M. Ladner
c/o Mrs. Ruby.Mobley

908 Camp Ave.
Lumberton, MS. 39455
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HOTETO PROCESSING CENTE:

e FURTHER ACTIOR
vu.",-:; Poe WU RN L IVIGL S N ECESSA"Y

IR PR SHA T P

BT ANRe AL AT A

Neme and Addiress of Claimant: PROVIDER:
.

Ms, Ruby Mobley = Home Health Agency Multi-County, INC.
908 Camp Ave. P, 0. Box 3409
Lumberton, MS, 39455 Hattiesburg, MS. 39401

_NOTI _E_ QF FAVORABLE DECISION.

READ CAREFULLY

The enclosed adminisirative law judge decision is favorable to you, sither wholly or partly. /f you
are seilstied with the decislon, vou need not do anything. Your {lle has been malled o another
oflice for processing of flie docision. You will be conlacied by that office or your local Social
Seaurily olfice If further Information is needed from you. / you ars contacted, plesse respond
prompdy in order fo preven! delays. As soon &s action on the decision has been compleled, you

wiit be noillled In wriling.

If zou cisagree with the decision, you have the right to request tha Appeais Counclito raview It
wilhin 50 days from the date of racelpt of this rioilce. it will be presumed that you received thls
nolice within 5 days after the daia shown balow uniess you show ua that you did not receive it
withinthe 5-day perlod. You (or your representativel may flie & reques! for review at your local
Social Securlly office or al the hearing olfice. The request can be made either In person or by
melilng & letter lo these oflices. You may also mail the request lor review directly lo the Appeals.
Council, Office of Hearings and Appeals, SSA, P.O.Box 3200, Arlington, VA 22203, °

The Appeals Council msy, however, within 60 days Irom the date showr. below, review the
deacision on /1S own motlon (20 CFIR 404.969 and 416.1469). This could resullln 8 change in the
decision. After the 60-day period, the Appegls Council genereily may reopen and revise the -
decision on the baals of new and material evidence, or if & clerical error has been made as (o the
amount of benelits, or where there is an error as o the decision on the fage of the evidence on
which it Is based (20 CFR 404.988 and 416.1488; 42 CFR 405.750 and 405.1570). The Appeals
Councli will nolify you if it decides lo review the decision on its own motiofi or loreopen and

revise it

Unless the Appeals Councll reviews the decision on its own mation, or you timely request review,
you may ot obtaln a court review of your case (sections 205(3), 163 1(c}(3) or 1869(b) of the

+ Soclal Securily Act).

This notice and enclosed copy of
decision mailed
HMAY 31, 1985

cc: y
Name and Address of Representative: = LT'I'CRNEY FOR PROVIDER:
/r-:r. Wayne Hynum

hox 654
Mattiesburg, MS.X8R88 39401

Ms. Katherine Ladner
P. 0. Box 568
Poplarville, MS., 39455

ERI

Aruitoxt provided by Eic:




ERIC

Aruitoxt provided by Eic:

75

PEPARTHENT N
HEALLSY ARD HIMALG SERVICES
SOCIAL SECURITY ADMINLISTRATION -
OFFICE OF HEARINGS AND AFPPEALS

DECISION
In the case Ofs Claim for:
Ho-pit;l Insurance (Part A,
Ruby Mobley Home Health Bervices
{Claimant)

Home Health Agency

Multi County .
: 425-24-3973A

(Provider) {Social SBecurity Nunmber)

This came is before the und=rsigned Administrative Law Judge
upon a request for hearing timely filed by the beneficiary, Ruby
Mobley, expressing dissatisfaction with the reconsideration
determination concerning services furnished during the period
February 1, 1784, through April 19, 1984.

ISSUES

The general issue to be decided is whether the services to

‘beneficiary during the period February 1, 1984, through April

22, 1984, are covered under the Medicare program as Home Health
Jervices.

LAWS AND REGULATIONS .

Section 1811 of the Social Security Act, as amended, provides,
in effect and as pertinent here, for protection against hos-
pital, related post-hospital, home health services and hospice
care costs for individuals who are 65 years of age or over and
eligible for retirement benefits under ritle II of thie Act.
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S Loy VEYD o heer gy fodies i pea Linent here, thie the
bonefits provides te oo o duai oy whie insurance prog: ‘.:x;'
under thir Part shall inelude antiticment to have payment aeda
on hio behalf 1or "... (3) Home Health Services:".

Section 1862(a) of the said Act provides, as pertinent here,
that no payment may be made under Part A for items or services
which are not reasonable and necessary for the diagnosis or

. treatment of illneses or injury or to”%mprove the functioning of
a nalformed body member or which are not reasonable and
necsssary for the prevention of illness or where such expenses
are’ for custodial care. .

Section .1879(a) provides, in effect .and as pertinent hers, that
where a determination has been made that payment may not be made
for items or services furnished because they are excluded under
1862(a) (1) or (9); and both the beneficiary and proyider did not
know and could not reasonably be expected to know that such
payment would not be made, then payment would be made notwith-
standing the determination.’

Subsection (b) provides, in effect and as appropriate here, that
in such cases of payment for excluded services except the
provider should have known that payment could not be made the
Secretary shall indexnify the beneficiary for any such payments.
and such payment ehall be considered an overpayment Tecoverable

froz the provider. .

Subsection (c) provides, in effect and pertinent here, that no
paynent shall be made under this section i1f both beneficiary and
provider should have known that such items and services were
excluded under 1862(a)(1l) or 1862(a)(9).

Subsection (d) in effect, in cases arising under (b) and (c)
above, extends the same appeal rights to providers if it has
been determined that the beneficiary will not exercige such’

rights.

In summary, the appeal rights‘extended to providers under
Section 1879 are limited to those involving items or services
excluded under 1862(a)(l) or (9): and then only those not

covered under waiver of liability in which a determination has
been made that either the provider or botn the provider and
beneficiary knew or should have known that the said exclusions
would apply. Any waiver applied to any items Or services not sc

excluded would be inappropriate.
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s :?-‘.l" i[:”l‘ the Dasprer i fary aprpeeared threoagh b daeahit o A
roisharised toperantat jea el Canjer o ieiter, aul the
provi-ter wan reprenentes by the Honorable Wayne Eynom,
practicing astorney of Hattiesburg, Missisaippi. Testitying as
n witnens on behilf of the provider was Ms. lHilda Parker,

regiater nurse, who is employed by the provider.

The testimony in the record in this case established that the
beneficiary was admitted to home health care on July 20, 1983,
with a diagnosis of gastroenteritia, high blood pressure, chest
pain, osteoarthritis, hiatal hernia and a slow heart rate. The
testlmony presented a picture of an aged and debilitated
patient, whose condition was deteriorating. On March 27, 1984,°
her blood pressure dropped to 80/50 and her attending nurse
immediately contacted her treating physician. On one other
occasion during the period in issue she, the attending nurse,
contacted the physician. The record also establishes that the
nurse met with the supervisor during March to discuss the
beneificary's particular problems.

On August 2, 1984, this beneficiary was hospitalized with a
cerebral vascular accident with left hemiparisia, less than four
months following her discharge to self-care. This in and of
itself is a strong indication of her need for skilled care on a
weekly basis during the period in issue. Certainly at this
point she is a high risk candidate for recurring strokes. There
is of course no way of knowing whether continued skilled visits
on a weekly basis would have prevented this stroke but certainly
the prevention of such occurrences is one of the primary reasons
for thé exlstence of the program: The beneficlary's overall
condition would support a finding that recovery and safety can
be assured only if the total care is planned, managed and
evaluated by technical or professional personnel. The
undersigned Administrative Law Judge concludes, therefore, that
the nursing visits made to this beneficiary during the period at
{ssue constituted a skilled level of care and were reasonable

. and necessary under the circumstances.

FINDINGS

Based upon the evidence of record and consideration thereof, the
Adninistrative Law Judge makes the following specifig findings:

1. The beneficiary, Ruby Mobley, received home health
pervices from the provider, Home Health Agency
Multi-County during the period February 1, 1984,
through April 19, 1984.

2. The services constituted a skilled level of care and
were reasonable and hecessary for the diagnosis and
treatment of beneficiary's illnesses.
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DECLS
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toan the ddecision of the Adminiatrat ive Law Judge that the -
veneficiary, Ruby Mobley, is entitled to have payment made in
her behalf for servicoes furnished by lome Healch Agency

Multi-County during the period Februay 1, 1984, through April
19, 1984.

G: M. Akers
Adninistrative Law Judge

Date: May 31, 1985
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The CHAIRMAN. The Chair now recognizes Mr. Gordon Walker.

STATEMENT OF GORDON WALKER

Mr. WALKER. I am Gordon Walker, executive director of the Jef-
ferson Area Board for Aging, and Jefferson Area Board for Aging
is one of over 600 area agencies cu aging in the country, and there
has been a lot of discussion today about who is responsible for the
pooling and coordination of resources at the local level. And I
. would like to enunciate that our agencies on aging are responsible

for that, doing the best job they can.

I have several case studies which I had selected to read, but I
think in the interest of time and because of what you just heard, I
will just limit it to one. :

The CHAIRMAN. Will you provide anything that you may have for
the record?

Mr. WALKER. Yes.

The CHAIRMAN. Thank you.

Mr. WaLker. This one case study is becoming very common,
almost a daily occurrence, nct just among this area agency on
aging, but from other studies that are being done around the coun-
try. I will be speaking in just a moment to a study that we have
conducted in Virginia.

This case is a rural resident, male, age, 72; lives with wife, age,
64. Had a severe stroke early in 1984. Was hospitalized for 2
months, discharged to a nursing home to be rehabilitated. Went
home and received health care and family support. During the
spring of 1985, however, he had another stroke. He was admitted to
another hospital. He was released after less than 7 days.

His wife who is also frail did not believe he was well enough to
come home. She was given no explanation for his release. He went
home and become much worse the next day. The following day he
died in an ambulance on the way back to the hospital.

DRG’s may seem effective at controlling distortions and the fund-
ing bias of acute care. However, they do so without an attending
commitment to long-term care services. Conset};mntly, economic
cost savings are jeopardizing health care accessibility and quatliz
of care. We find that simply by not payin%sf;or care at hospi
does not necessarily result in the sudden absence of the need for
such care. Instead the responsibility of providing care has shifted

. to nonhospital services creating unnecessary hardships because this-
burden has shifted without. an appropriate and necessary commit-
ment of resources.

The net result in many instances is a de facto rationing of care ‘

. which, in turn, is closing off access to life-sustaining services. One |
thing I would like to note here is earlier testimony has talked |
about persons having to be transferred to more expensive care.

What is of concern to me and other area agency on aging directors
is that people are receiving no care. There just is not a care system
out there capable of providing the care they need.

We have been taﬁnn g about liome health care. Home health
funded under Medicare is one form of care, but we are also i
about many other types of in-home services. For example, in the
State of Virginia, we have seen an increase of close to 50 percent in
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the number of home-delivered meals served in the last year. We
have seen in the same amount of time 28 percent increase in home
services, home care, personal care.

In addition to this, there are over 580 persons presently on wait-
ing lists in the State of Virginia. These are the people who have
been assessed as having verifiable needs for home delivered meals -
and in home services, people who are homebound who are not ca-
pable of doing for themselves. One other factor which is rather
frightening is that in the past 6 months in the State of Virginia,
we have witnessed an increase of 18 percent in reports of adult pro-
tective service cases. These are cases of abuse and exploitation. Al-
though no conclusive data can prove that this 18-percent increase
is directly a result of DRG’s, many social service workers who are
responsible for taking adult protective service referrals believe this
increase is partially due to the family support system and the
o;};ﬁr care systems for the elderly being overtaxed and underdevel-
oped.

Let me say one other thing about this study that we have con-
ducted in Virginia. We polled and surveyed during the past couple
of months over 160 different care providers. These are people work-
ing at nursing homes, home health agencies, area agencies and
‘amily caregivers. What we see is a total breakdown in the system.
The system is just not working, and it is not working for multiple
reasons, many of which were discussed here today.

I would just like to reiterate that one thing that is of great con-
cern is that the Reagan administration and I can’t help but believe
this is somewhat political, because that is what it is coming down
to as far as where the dollars are coming from or not coming
from—is using an equation to measure success of DRG’s by the
amount of hospital dollars saved. If, however, we apply human
values and prudent medical ethics to this equation, then DRG’s
should be judged ineffective and a failure for many disadvantaged
persons.

Clearly, all service providers have identified that care for sick el-
derly persons is progressively moving from hospitals to the commu-
nity creating in many instances, financial and emotional costs for
all care givers. It may be convenient and politically expedient to
regard cost containment efforts in a positive light. If we fail, how-
ever, to thoroughly look at those who are carrying the burden of
these costs savings, we are obscuring truths that should be ac-
knowledged and acted upon.

It is sensible to control the growth of Medicare costs, but it is
also prudent to preserve Medicare’s social responsibility to provide
adequate care for the elderly. We should continue to try and reach
the goal of keeping people at home. We should do so, however, with
adequate financial support for the long-tem care health system
and not in such a way as to endanger the patient’s life and the
breakdown of their support system. Thank you.

[The prepared statement of Mr. Walker follows:]
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PREPARED STATEMENT OF GORDON WALKER, JEFFERSON AREA BOARD FOR AGING,
CHARLOTTESVILLE, VA

INTRODUCTION

The case studies you are about to hear are what a few clients on only one of more
than 600 Area Agencies on Aging have experienced during the past year. Empirical
studies and anecotal information from around the country strongly indicate that
these situations are occurring with disconcerting regularity.

CASE STUDIES

An elderly white female, age 70, was released from a local hospital after surgery
relating to cancer of the colon. She was released into the care of her elderly hus-
band, who was unable to provide the care required. She was referred by the hospital
to an area agency on aging (AAA) for homemaker service and to the Health Depart-
ment for Home Health service. Assessments made by both the ’f‘thgencies within two
days of discharge revealed that the patient required total care. The AAA homemak-
er program was fully subscribed at that time. The client died within a week after
discharge, while the AAA and the Health Department were in the midst of putting
together arrangements for limited care (LE. periodic visits by a home health aide
and limited homemaker hours pulled from another client).

White female, age 73, diabetic, double leg amputee, was released from the hos7pital
less than a week after both of her legs were amputated. Her husband, age 72, is
frail. There is no running water or ba m in thejr house, so water has to be car-
ried fror a nearby creek. The Area Agency on Aging was contacted as a provider
agency for medicaid personal care services. Not to exceed 18 hours per week. Pa-
tient was taken home from the hospital in an ambulance where in AAA staff person
and a R.N. were waiting to begin personal care services. The patient was in great
pain, barely conscious and the stump wounds needed dressingechanges. She also
needed insulin shots, but the husband and other family members were unable to
administer them. The patient was incontinent. The situation was so critical that a
nursing home bed had to be located immediately. She was taken to a nuning home
facéh('ity two counties away from here home since no other nursing bed could be lo-
cated.

Male, age 84, lived alone, elderly resident of a small rural county in Virginia.
Family members lived close to him and provided support. During September, 1984,
he had a stroke and was admitted to a public hospital. He was there three weeks
when his family was told that he would be discharged. He was taken to the lobby
where a secreta:g said that he looked too ill to go home. He was discharged but
stayed in the lobby, He was running a high fever. A family member went, and con-
fronted the doctor. He was readmitted 15 minutes later with pneumonia. He was in
the hospital another week, went home for a week and died.

Rural resident, male, age 72, lives with wife age 64. Had a severe stroke early in
1984. Was hospitalized for two months. Disc to nursing home to be rehaiili-
tated. Went home and received home care and i drvsupgort. During the spring of
1985, he had another stroke. He was admitted to A hospital. He was released
after less than a week. His wife who is also frail did not believe he was well enough
to come home. She was given no explanation for his release. He went home and
gecax_:é:lmuch worse the next day. He died in the ambulance on the way back to the

ospital.

Lpnfortunately, these are not isolated examples. They represent common em
of the community and family support system attem to cope with the shifti
sands of health care po gf' ese ¢ specifically Diagnostic Related Grouping
(DRG’s), have significantly altered both the health care delivery system and the
type of health care delivered. Hospitals are now encoursged to discharge persons
quicker or, in some cases, evern deny admission. This is deamatically and mtively
impacting on the non-hospital continuum of care for the elderly and the -being
of the il:gividual.

To date, much attention has focused on the im of DRG’s on hospital costs and
to some extent hospital services. Proponents of this method of cost containment are
quick to point out the dramatic reduction in hospital expenditures, admissions and
lengths of stay as clear evidence of the appropriateness and success of the system.

Data, of course, support the above claim. Admissions rates are down by 4 percent,
average lengths of stay have dropped from 9.5 to below 7.5 days, and hospital costs
went up a moderate 4.5 percent when before DRG’s the rate was over 10 percent.
Nonetheless, to some extent this claim is one that is based on gross receipts without
consideration of the costs incurred in the proceses of acquiring as gross income. To
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correctly measure if the prospective payment sistem (PPS) is working, we should
look beyoud the hospital and into the homes of the frail elderly and also look at the
capacity of community services to adequately meet the patients’ health and social
needs

The intent of this discussion is to focus on some of the costs incurred within key
elements of the long term care system. Specifically, this discussion will focus on the
effects on DRG’s on costs of care for non-hospital components of the health care
gystem including nursing homes, AAAs, home health services and families of pa-
tients.

This discussion will, hopefully, document that simply not paying for particular
care at hoepitals (acute care) does not necessarily result in sudden abs<z: -° the
need for such care. Claims of hospital savings obscure other costs. The burden o1
care has shifted to the non-hostﬁ'i%al service system and families. This ghift in itself
is neither good nor bad. The difficulty arises because the burden for care has oc-
curred without an appropriate and necessary commitment of resources (financial,
educational, programmatic, and research). The net result in many instances is a ra-
tioning of care which is closing off access to life sustaining services.

This oversight of policy makers in their haste to cut hospital costs is one based on
ignorance, rather than malicious neglect. Because our magic bullet, the hospital
centered health care system, has been the dominant mode of health care for the
past half century, not even health care providers could offer a rationale view of
what was needed to cost effectivcly accommodate the demands for non-hospital
health services with the implement: tion of DRG’s.

PPS and DRG’s seem effective a’ controlling distortions in the funding bias of
acute care. However, they do so without an attending commitment to long term care
services. Tt.2 net effect being econc:nic cost savings which jeopardizes quality of life
and health care accessibility.

Now the changes are upon us. Information in the media and from service provid-
ers are daily providing evidence of long waiting lists for home delivered meals, fami-
lies being overwhelmed by the constant acute care they must provide older family
members, the paucity of nursing home beds and persunnel trained to provide the
level of care required by patients discharged from acute care facilities, increased
demand for in-home acute care nursing, and finally a lack of policy and reimburse-
ment structures capable of supporting and assessing access of necessary care, let
along some quality of care.

Evidence of these costs comes from not onls personal accounts but also from a
state wide longitudinal study of the Impact of DRGs on Community Health Services
for the Elderly in Virginia and regional reports around the country.

Perhaps the most encompassing change which DRGs have imposed on families
and non-hospital health care services is the demand for complex services to frail,
dependent patients who previously were allowed to gain strength in acute care hos-
pitals prior to discharge. While DRG’s have obviously affected lyounger as well as
older patients, the hazards associated with health care of the elderly are consider-
ably greater than for l{‘ounger patients. This is true because of psychological and
physiological vulnerability in the elderly which make them likely candidates for (1)
slow recovery, (2) idiosyncratic responses to treatment, (3) agitation and confusion
associated with impaired physiologic status and (4) environmental changes incurred
when short stay hospitalization is im .

These vulnerabilities in the elderly patients discharged to nursing homes, families
and home health care agencies coupled with the increased numbers of such patient
referrals have resulted in a total overload for community health services and fami-
lies. From investigations currently underway, it is clear that families and communi-
ty service agencies are very concerned about providing adequate care but their ca-
pacitics are being rapidly exhausted.

In Virginia, for example, during the first quarter of 1985, hours of in-home serv-
ic-2s performed by Virginia’s twenty-five area agencies on aging increased by 49 per-
cent from a year earlier. Home delivered meals are up 28 percent from the previous
year with several AAA’s reporting increases of over 50 percent. As of June 1, 1985,
13 of Virginia’s AAA’s reported having waiting lists for home delivered meals with
an additional six having recently reached cagaciti'f The number of frail, at-risk per-
sons in need of these services has grown to 590. If demand continues at its present
pace, the number of persons waiting for meals is expected to incresase dramatically,
thereby advancing the likelihood of institutionalization. Also, 8 AAA’s are forced to
deny other in-home services to 286 impaired older persons due to insufficient re-
sources. For persons receiving services, many are beginning to receive less meals or
less hours of home care. Thus leaving many of them without the level of services
needed to either maintain or improve their health.
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A May, 1985 survey of all AAA’s in Virginia estimates a potential $5-6 million
budget deficit over the next fiscal two years. This situation occurs as AAA’s try io
maintain present service levels and does not take into account the expected increas-
in%g‘esmand for home care and home delivered meals.

is exhaustion not only restricis access of older patients to care and lowers qual-
ity of care. But also grossly interferes with other responsibilities of families and
community service agencies and will result in ial riic effects with serious conse-
quences for all family members and clients served by community health a‘fencies.

Quite simply, community service agencies are becommg less able to provide other
services to other clients or preventive services to any clients because of acute care
demands. Several area agencies on aging are cutting back on co! ate meal sites
and other supportive services so as to meet the i ing demand for in-home serv-
ices to those at test risk of institutionalization. In !tlge Charlottesville, Virginia
area, for example, many sites are now open only 2 or 8 days a week as limited re-
sources are bem%redirected to respond to the demand for life sustaining services.
The long term effects of this decrease in the Elrovision of preventative services for
the relatively well elderly signals an ominous future for many of the persons receiv-
ing services at the congregate sites who sit precariously on the edge of serious ill-
ness.

The nurturing, economic, socialization functions of families are taxed to the
degree that elder snd child abuse are likely to increase. Witness in Virginia, for ex-
ample, the 18 percent increase from September, 1984, to April, 1985, in adult protec-
tive service referrcls for persons over the age of sixty. Al ough there is no conclu-
sive proof this phenomenon is a direct result of DRG implementation, interviews
with social workers resionsible for handling these cases of abuse. Neglect or exﬂoi-
tation believe that much of this increase is a direct consequence of family members
and other care givers finding it extremely difficult and more stressful to provide in-
tensive care to sicker persons. C

ivers, for the most Jpart, want to provide loving but may find themselves

burned out by the increasing demands on their time and energy. Consequently, . .

caregivers syndrome—stress caused by the intense health care requirements of a
family member and lack of adequate services—has become a frequent condition. in
addition, functional adult child~en caring for elderly parents are experiencing J)hysi-
cal and emotional illnesses interfering with their capacities as workers and care
givers. Families are being asked to do more when in most cases they have alread
done everything they can. Is it not unjust to ask them t> deal with intensive disabil-
ities and other complications as well as higher out-of-pocket costs? It is demoralizing
to the family not to be able to ide the care needed or to become a pauper in
order to receive certain kinds of Eenlth care.

Evidence of the implications of DRG’s is documented by a Virginia survey of 160
care providers regresenting nursing homes, home health agencies, hospital dis-
charge planners, families and area :gencies on aging. A preliminary analysis of
data strongly points out that the h care system for the elderly is changing dra-
matically from the pre-DRG era. This investigation clearly reveals:

(1) Decreased length of stay for elderly in acute care settings;

(2) Decreased length of time spent in community between acute care admissions
for elderly patients;

(3) Increase in volume, complexity and intensity of skilled home care and home
support services for the elderly; .

{4) Increase in complexity and acuity of skilled nursing home care;

(5) Increase in all levels of personnel in nursing homes; and

(6) Increased involvement, stress and strain of families of the elderly;

Consistently, community gervice 1farovidera and hospital dmchn.r% lanners identi-
fied and ranked the greatest needs for services to the elderl post 's as (1) home
health gkilled nursing care and skilled nursing home beds, (2) home health aids, and
(3) meals on wheels. )

In reference to the increased needs for home health care skilled nursing services,
a paired T-test (P=.982) documented a significant increase in these services provid-
ed by home health agencies from pre to post DRG’s. The need for these services is
substantiated by caregivers reporting that the populations of elderly served pre
DRG'’s was predominantly ambulating with assistance to post DRG status of chair
or bedridden. Care givers report an increase in the use of mechanical equipment in
care and an increased le: of time and frequency of visits required for .adequate
care. Family members substantiate this increased need and their frustration ut
their limitations in providing care by proposing that they don’t feel competent and
tllz:lay need more frequent assistance by home health nurses than is currently avail-
aple.




84

Area agencies on aging and other community service agencies are equally con-
cerned about the disruption of service to chronic long term clients because of the
multiple crisis short term acute demands of newly discharged elderly clients and
emergency interventions for elderly patients requiring re-admission. These organiza-
tions also report:

(1) Family members are having to leave jobs and family to care for discharged .
patients because they are not given adeguate time to set up services. The degree of
care required is exhausting spouses and other family care givers who must often
fPro‘g‘iie 24 hour patient care while trying to maintain jobs and their own nuclear
amilies.

(2) Lest minute referrals from hospitals. ’

(3) More staff needed to handle increased patient load that necessitates more in-
tensive care and longer hours.

(4) Greater use of high-tech services.

(5) Inability of resources to meet growing demand for in-home services.

(6) Greater demsnd for special diet meals and prescribed nutritional supplements.

Discharge planners are experiencing similar situations. The major implications
DRG's are creating for dischzglge planners include:

(1) Lack of availability of ICF and SNF nursing home beds.

(2) Length of stay reduced by 10%, thus, in many cases, providing insufficient
time to prepare appropriate discharge Flans.

(3) More nursing home placements of patients with complex medical needs.

(4) Sicker persons returning to the community.

(5) Increased demands being made on family and the community.

(6) Increasing pressure from physicians to discharge patients quicker, and

(7) Insufficient community resources.

Nursing homes report:
(1) A doubling in patient physical treatments (hyperalimentation, IVs, jet aerosol).
(2 Increased weekend admissions.
(3) An increase in agitation and confusion among patients.
(4) Increased number of deaths.
(5) An increased need for skilled, trained personnel and medical equipment, and
(6) Placement of ;F;‘tients with intensive care needs in ICF beds because no SNF
beds are available, These effects on nursing homes are much more significant than
ap) on superficial examination.
t is widely recognized that the bulk of nursing home care is provided by less than
high school educated nurses aides who have a documented turnover rate from 75-
700 percent across the country. These aides are recognized as exceptionally poorly
trained and even more 1Bloorly reimbursed. There are no enforceable stan for
nursing aide education. Medicare, state licensure and JCAH expectations are totally
inadequate in this regard. Many of these aides, while lacking nursing care skills,
demonstrate truly remarkable nuturing, caring behaviors in their work with the el-
derly. These may be u’ﬁally as important to quality care as nursing care skills.
However, with acutely ill patients being admitted to nursing homes, nursing homes
aides are frustrated by their lack of training and knowledge about required skills,
and they do not have the time to nurture. This is likely to lead to possible patient
abuse and/or increased turnover. Both of these likely-outcomes are very hazardous
for elderl{ patients as consistency, predictability and nurturing associated with
knowing the care giver is of vital importance in quality care of the elderly. -
A second major problem for nursing homes is that of agitation c~d confusion of hd
an increasing numger of elderly. This is problematic and a huge rigk to individual
patient safety. It also creates major difficulties for other more oriented residents
who cannot rest or interact socially because of the disruption created by such behav-
ior in a nursing home environment. In many ways, the mcreased frequency of death
in nursing homes creates the same problems as identified above. Residents and staff
and the milieu of the nursing home are significantly affected and at this time are
goor{ly prepared to deal with the social and emotional consequences of frequent
eath.
These Virginia findings are supported by a report from the Eastern Washington
Area Agency on Aging. This report of 31 social and health agencies from the east-
ern region of the State of Washington drew the following conclusions:

1. General Effects of DRGs:

Changes have occurred in traditional care practices:

A. Overall shorter length of stay in hospitals;

B. More patients are being exposed to other services within the health care con-
tinuum,;
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C. Increased medical acuity of older patients being discharged from hospitals (frail
older persons are being discharged “‘quicker and sicker” than previously practiced);

D. In-home care providers are being called upon to provide more short-term and
intensive care;

E. Medical needs taking precedence over social needs, i.e., increased emphasis on
emergency treatment and less emphasis on preventative, holistic care.

Resources utilization has shifted from hospital in-patient to hospital out-patient,
home health and other community-based care services.

1I. Effects of DRG's on Home Health Agencies:

A. The DRGs prospective E:yment system has had a significant impact on the
extent and range of services being provided by home health care agencies. Further,
the impact on urban providers has been more significant than on rural providers.

For urban home health care providers, the number of reimbursable home visits
are up 27 percent, based on six months data comparable periods in 1983 and 1984
for agencies responding to the survey.

For rural providers, professional nursing visits are up 18 percent in 1984 when
compared with the number of visits made during a comparable period in 1983.

B. The demard for the provision of professional nursing services in the home is up
in both urban and rural settings.

In urban areas, rrofessional nursing visits are up 37 percent, based on six months
data for comparable periods in 1983 and 1984.

In rural areas, professional nursing visits are up 18 percent in 1984 when com-
pared with the number of visits made during a comparable period in 1983.

C. Delivery of home health aids services is up in urban areas, it is down slightly
in rural areas:

In urban areas, home health aide visits are up 22 percent based upon six months
data for comparable periods in 1983 and in rural areas, the number of home health
aide visits is down slightly in 1984 when compared with the number of visits made
during a comparable period in 1983,

D. Based on prevailing reimbursement rates, it is conservatively estimated that
the cost to all payers of providing in-home health care (professional and aide) during
a six month period in 1984 in the seven eastern Washing%on counties surveyed is
$244,211 greater than for the comparable time period in 1983.

E. In response to the increased medical acuity of patients being seen in the home,
home health care providers are:

Purchasing, or planning to purchase, more sophisticated equipment (e.g., intrave-
nous pumps, hospital beds, etc.).

Securing, or planning to secure, training for nursing personnel on topics ranging
from the utilization of more sophisticated medical equipment and devices to the per-
formance in the home of more complicated nursing procedures.

Experiencing an increase in the average length of time required to complete a
nursing visit. :

Experiencing an increasing number of short-term visits requiring intensive care.

Experiencing an increase in the utilization of traditional nursing supplies.

Experiencing an increase in the demand for the delivery of rehabilitative services.
Especially speech and physical therapy services.

Experiencing an increase in the growth of staff nurses, aides and office personnel.

Experiencing an increase in weekend staffing and after-hours on-call availability
of nursing personnel.

II1. Effects of DRG's on Home Delivered Meals Programs:

A. The demand for the provisions of home delivered meals is up on both urban
and rural settings. .

In urban areas, the number of persons receiving home delivered meals are up 24
percent based on six months data for comparable periods.

In rural aress, the number of persons receiving home delivered meals are up 33

rcent in 1984 when compared with the number of meals served during a compara-

le period in 1933.
e number of meals being served has increased 16 percent in urban areas and 26

percent in rural areas for comparable times periods.

B. One of every four clients served by both urban and rural meal programs during
the first seven months of 1984 were D Ga-related.

C. Increased numbers of persons are receiving short-term: meal assistance (LE,

less than two weeks). .
. The workload of volunteer/

D. In the Spokane Home Delivered Meals 'Progmm
drivers has increased significantly from about 14 meal deliveries per driver.to 22
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tlieliveries per driver since the implementation or DRGs (meals are also arriving
ate).

'g:lslncreased demeand for special diets to individuals recently discharged from hos-
pitals.

1V. Effects of DRG’s on other community-based services:

A. There is a demand from care givers of family members recently discharged
from hospitals for in-home Respite Care.

B. Increased demand from clients recently discharged from the hospital for the
delivery of Chore Service on weekends.

C. Increased demand for emergency Chore Service, Inc., i.e. a request for service
initiation within 24 hours of the time a referral for service is made.

D. Increased demand for multiple aide visits during a single work day (the aide
goes into the home of a client more than once on a given day).

V. Effects of DRG's on patient’s and families:

A. Medicare recipients and their families and/or significant others are generally
uninformed, confused and auxious zbout prospective reimbursement under DRGs.

B. A high percenta;e of caregivers are experiencing high levels of anxiety and re-
sentment over being “forced” into the uncertain role of caring for a sick loved one.

C. Hospitals are not giving patients/families the supplies they need to manage at
home nor are hospitals providing the instructions necessary for appropriate follow-
up care at home. As a consequence, families rightly tend to feel that hospitals and/
or doctors have shifted the responsibility for providing care to the family and they
have not been: properly prepared for this new role.

VI Estimated annial cost impact on the comnunity-based service delivery system

Estimated annual
cosis

Program impact area: :
Home health agencies $244,211
Home Delivered Meals Programs 19,765
Spokane respite care demonstration project 5,000
Contracted Chore Services Program * ..

1 There was no empirical basis for providing n basis for projecting a cost impact of DRG» on

the Contracted Chore Services Program. This is unfortunate because there is obviously a signifi-
cant cost factor involved. One would reasonably expect the cost factor to be at least as high as
the home delivered meals program.

2 Unknown.

Further evidence of DRG impact on community and family support systems is
presented in a report recently prepared by the Southwest Long Term Care Gerontol-
ogy Center in Dallas, Texas. This survey of forty area agencies on aging represent-
ing a wide variety of geographical regions and urban/rural characteristics supports
the data collected from the ir?inia and Washington st.udies.

While measuring how case loads, program priorities and service delivery have
changed since the implementation of DRG’s, the statistics portray a situation of in-
creased service demand and substantial increases in units of services provided. This
phenomenon is exacerbated by a documented increase in the length of time clients
rtlaceive in-home services, mostly noticeably in-home skilled nursing care and person-
al care.

Additional findings report:

1. One-third of the agencies having to decrease or eliminate some programs to in-
crease funding for case management, homemaker services and home delivered
meals. As we witnessed in Virginia, the services most often cut were senior center
programs, congregate meals, transportation, volunteer services, counseling, educa-
tion, home repair and chore service,

2. Increase in referrals from hospitals for emergency services, home care and
home delivered meals. When asked what problems contributed most to hospital re-
admissions, the directors of these 40 AAA’s most often believed inadequate home
support services, inadequate family support, impaired physical condition and inad-
equate time for discharge planning were primarily responsible for avoidable read-
missions. A large majority also believe that longer initial hospitalization and addi-
tional community resources would have prevented or delayed institutionalization.

Q

ERIC 30

Aruitoxt provided by Eic:




87

Summary and implications:

Clearly, all service providers have identified the locus of carc for sicker elderly
patints moving from acute care hospitals to community agencies and facilities. This
shift, whiie not necessarily negative, is also not without financial and emotional cost

“to agencies, families, care giver and older patients,

If the equation by which we measure success is hospital dollars saved, then DRG’s
und other cost containment efforts have succeceded. If, however, we zfglg'ehuman
values ard respectable medical ethics to this equation, then DRG's sho judged
ineffective and a failure for many disadvantaged persons.

Nursing homes have experienced a sig:iﬁcant increase in the needs for all levels
of personnel since the institution of DRGs. Home health care agencies report an in-
crease in the need for more complex and intense numing services. Area Agencies on
Aging are overburdened and underfunded with the demand for home delivered
meals and in-horne services which, in turn, is reducing preventative programs for
the well elderly.

The requirement for care (equipment, skill, emotional sensitivity and resiliency)
in community agencies have changed. Dying patients are no longer sent to the hos-

ital. Families and care givers deal directly rather than indirectly with all the
ﬁmh realities of agsisting a dying person.

In skills, use of sophisticated medical equipment and increased emotional
demands on families and community care givers require increased training and sup-
port for these providers. Furthermore, shifg;ng this care to ccinmunity care agencies
and facilities requires increasing attention to coordination and funding of services.
This coordination is essential for the provision of a continuum of services for a high
risk population incapable or orgam'zing such services on its own.

There is clearly a need to continue documentation and investigation of the impact
of DRGs on the continuum care services for the elderly. Legisiators and other de-
signers of health care policy are encouraged to consider (1) the need to
support investigators examining the needs for care delivery which have resulted
from DRGs, (2) policy to guide development of services and equate reimbursement
of these to include appropriate funding for alternatives to acute care, (3) support for
the education of service providers and researchers to develop cost effective alterna-
tive care systems for the elderly, (4) including such factors as availability of commu-
nity and family resources when establishing the basis for DRG reimbursement, and
(5) promoting rather than constricting use of Section 2176 medicaid waivers.

at we are experiencing is most likely minor in comparison to the potential
102£ term effects okpe cost containment policies in their present form. In attempting to
make hospitals more cost effective, the burden of care has shifted to community and
family care previders who lack the capacity to attend to the complex medical needs
of the frail elderly. The net result of cost containment may be lowering hospital ex-
penditure but it is also depriving persons of access to necessary health care.

It may be convenient acd politically expedient to regard cost containment efforts
in a positive light. If we fail, however, to thoroughly look at those who are i
the burden of these cost savings, we are obscuring truths that should be acxnowl-
edged and acted upon. 1t is sensible to control the growth of Medicare costs, but it is
?lso lfruii;ntl to preserve Medicare’s social responsibility to provide adequate care

or the elderly. .

We should continue to try and reach the goal of keeping people at home. We
should do so, however, with adequate financial support for the long term care
health system and not in such a way as to endanger the patient’s life and the break-
down of the their support system.

eeTgxe CHAIRMAN. Thank you, Mr. Walken. Ms. Brody, please pro-
ceed.

STATEMENT OF ELAINE BRODY

Mrs. Brooy. Congressman Roybal and members of the commit-
tee. 1 represent the Philadelphia Geriatrics Center, which is a non-
profit agency that cares for thousands of older people who live on
our campus or in their own homes in the community. My testimo-
ny is based on our 35 years of experience in serving this popula-
tion.

At present, public policies are putting extreme pressure on care-
giving families who are already overburdened and at risk of mental

I1.:
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and/or physical breakdown. Apart from human considerations,
such policies ultimately add to the economic cost of health care to
the Nation. I am referring, of course, to cost containment efforts
with respect to home health care, Medicaid caps, moratoriums on
nursing home bed construction and other measures such as the re-
classification of nursing home residents to lower levels of care in
order to reduce the levels of reimbursement.

All of these things are occurring at the very same time that the
prospective payment systems are creating an increased demand for
prompt access to services beyond the doors of the acute care hospi-
tal. All of this, of course, must be seen in the historical perspective
of a system that has focused its long-term care in medical terms
when it really is a social problem. :

I wish to emphasize that families have proven themselves to be
extremely reliable in helping their elderly, often going beyond the
call of duty to the point at which their severe burdens affect their
own mental and physical health. The myth that families nowadays
do not take care of their old people as they did in the so-called good
old days is just that, a myth. And sometimes the myth is echoed
because it provides a rationale for service cutbacks.

Families are cheered on to redouble their efforts in order to re-
lieve the taxpayer’s burden. The fact that has been established
without one shred of contradictory evidence over 30 years research
is that families, not the Government or social agencies, provide 80
t<l>d901percent of the health social supportive services needed by the
elderly. ,

Many care-giving adult children, and they are mostly the adult
daughters, are in their sixties and seventies. They are close to or
even into the aging phase of life themselves, with reduced energy
and age-related chronic ailments.

What we have is a situation in which the grandparent’s genera-
tion is taking care of the great-grandparent generation.

And because the ailments of the old are chronic, families often
must provide this care for many years. We have had people in our
studies who had been giving care for 20 and more years.

These family efforts, of course, are not without very heavy social
and economic costs, as many, many studies have shown consistent-
ly. Some of these caregivers experience serious financial or physi-
cal stress, most of them experience severe emotional and mental
health s